


Institutional Archive of the Naval Postgraduate School 





Calhoun: The NPS Institutional Archive 
DSpace Repository 


Theses and Dissertations 1. Thesis and Dissertation Collection, all items 


1988-12 


An assessment of the Navy's Productive Unit 
Resourcing (PUR) system in use at Navy Field 
Contracting Activities 


Fink, William Michael 


Monterey, California. Naval Postgraduate School 
http://ndl.handle.net/10945/22916 


This publication is a work of the U.S. Government as defined in Title 17, United 
States Code, Section 101. Copyright protection is not available for this work in the 
United States. 


Downloaded from NPS Archive: Calhoun 


Calhoun is the Naval Postgraduate School's public access digital repository for 


(8 DUDLEY research materials and institutional publications created by the NPS community. 
«ist sae Calhoun is named for Professor of Mathematics Guy K. Calhoun, NPS'‘s first 


INN KNOX appointed — and published -- scholarly author. 

| LIBRARY Dudley Knox Library / Naval Postgraduate School 

411 Dyer Road / 1 University Circle 
Monterey, California USA 93943 





http://www.nps.edu/library 






Ly ' La | %e ' ' = {oa 7 a 

Og 1 ina 4@_@9 OH Fi Set » ee? _ * es. a 

t ee) . "gD Beare be rd O41 DER aimed e@ i 

s UP tw atn aad 8 fe A's ‘. N® MAIER geal’ tid qbath 

Qo e2h 278 0} ays PASSA of asyeed 

A F Ay es - esis Fh a, g-4.0088 § BA ctene h % arte) 
‘ ‘ week 4 ay lek ' 1 9.886. es ‘ 0 Oo Nee ome "aw 
syste > Mod 9 FAY y ge ateealach ete Aste (hehe Ray 7 7 

£ | bn rn thevad abicaye Lb ca. ie 


eee G2 aS & dad. DC 

gee ere a 

aed t af a eAy Ae ay 
[4.8 





















ae 
: ] a Upa f° ts 5 sig Cm 
fi 








12 _p “Bede om uh WS feeb I pRINtT& ho wp Re'bl igh eh" ‘ i 
wt ’ tatty. % CY ee ry to Redd tide 3 mobs hk: OB i NAA Paved qi Alia cee a mete T 
' © Ageth ee RER, TR SB ht wher 0 A4 D f A- 25 14M RIM: CFM ALAIRL OS 
cB: Gea, t 
araye 


Aarels 216 8 taur'y wre aed & LS ates oil 
e A> 1 ASA. A 
128. Bp heme Reh ace 
BFar NID. Ahi Vt 


Ar toe en orn sabi dts , 
S ! e 4 . y é 
ry 2 af errr) Paget Ut be 
; 1Bi ashe att 10h b. hadee “4 Mel 
VteheGA 0.0,0028, oi: eee hse Vee 


, stethsd dag 2) ,f% a8 
L ad y 
a 
















"¢ ; a . 
sana rey ' 
1 





a? ; 


VM é 
(te at bh.f Uae ». 
o (as. ® F t ate au. 
ae 


















va 6@ yet 
thr 188 8 Asad 
Y tsb ag Qs A.€ 
© the ‘A temo Oe 4 A, 
gn 8 L Li Mp O24 F's . 
aga gds* ry fy. Atagss 


Li Sosy Ae that Rak ate 9: DA a Ae Vales Ge 
Parte B BoM 34 dO a fog RIB. 577 OSD DPS NS Be ARO RATE w. 
O19 SATO WR PALE PDE Ur gl aite @ 4° 8,0J0\ hI AsO 
ay sape. 8. BBs as * Pa PY Li iocdeh tied Sm Alb sD BR: Ramer mse: 

eae yh bedthal 0: cys Ge Ye On BIE a oc MMOs OY 











(PP TT Be) Pi a bee eee 
y < } 
bcd Bare “UM ge WH BAA DEAS ; Far ya ty A SRN ENED arte ne oxid 
palnbre i.) Lemegiese oe 6 VOLK tAdgas 8.0.9. 0% “dea b BM B'A-Nealhs grben Ai gsehay Ail Mee AAAs Ran Odense Be 
' F eb fe 8 CATS Bie ae N Ae nae Brac feet ae Te Te 2 BLAU Y Beds Or BELSON YN F gekahs stan ane! 9 Fete Mee Reet nea 
en - PY et ™~ ¢ f 14% ‘A ase yard mast voae 7S rk Say ee 4 0. hte Wp buds Veg Uke : apr ried ave 
' eh ’ ! , aeey * 3 Jo teat dd ” AS epee eh ea t's ahs Mere cagicase &® Ae fa Casket om a araruslere 
ree wre 8 if dhe oe Bagh art Sud Aphed 4 9,9 plat & eae “eiple tog OF gy OBE Wh Me O5AO58 4. a2 4s8 Akela 
ne . . ' o Ad Ale Sug at tg gerd 9-Mdansade Hit ad, oth Bak AOR LAtt a SUATD Ro OAs Tee BD Risley . 
’ 4 ‘ cwea iy 5 18 tae ebR? Dae ALOAK ST ABA ALR tet DOr A008 ODE uals sense RDS MHA: WIAIOtR cd 018.994 yee ca nasens wre. 92 fe aon 
eo! 4,4 e'Ag ee uw ed 2a ke 8 aa oie. 1 Me Ms ekts Ags Us GB MR oe ee "Lg Asth, OF 24Rade. a hen RPE: 
ar ae i eh Oe, J ueth 8 3 4:8 014 @ Poy ME TY, Sc WFO MS trey Ae asmearacar ta", Ae BS Am 2OTW BOR HA® Rime tgs As CORN TH A: MELA 
Ti i ie ’ By ge tek | tated ML AMAL O09 Se XGA A, PIP) th eT ka Ct eae sae e Real bear Fetes J o0, te -M cbs ReRFI. 875. 
>a A’ "Ade phe 1 0Ca* g# WU bss olds. ofahict SEA ges 2 Mather +0 eae ete ee oe a Pehite OF ray Whe PAAR dUL ATR Ge My Bere lag de: 
* a ay bb Apts: tageetat Uke 3 AYO, B AL Re ALDOR RAOLA SD aK eo eR DALEKS Moh Me OA PROM ON ApOPM +: 6,01 m abe BIRR TEMS 
va eile ol me hie wk 4 tw ALY De 9a A Fe RSALa OS® PY VET PE YiN Volto Ue Drapes Paver Te dal Mgt op ante we 84 de Salus 
‘ ‘ +ar aah i¢é “" ape pea HK 4 a6 Aa fines ae maniaa® 4 ans 1 og ee oaycneme ts phe blenetrbe eEeerer 
oft otal A dfalin wae 4 yoyues By ee oe, Ce ge? f 3 Q 1 5 ae 1 
‘ ui ee Mo nee ae acd A, ALM? ADB UID? A Nai aTake "a, taetensd. the 2a0i 0s ©.N Ne SOOT r, 
hk Pee Meeee OR qabe inane Ahi mpnete fda fares UiAR NS ry 













pualng Gas OF emma ese 
asedast he mFe Wade reso MaBeRs 








cs 
_ 

































hava 
a1 noe aisd Re Mc tLO.e PAP Rt fers asd’. a Dew A 
Peeres’ Wr ban Vira TUR ele HAs ot RG AA Paded Va Al O° ’ 
Tm Art ey te at Antes Whee oa. alhe’s pera Saber at wy Reeder ory teeny a aby 
Tega books Mi Seasaenem #26005 ; 
: u Ae Oahseie seal ane 


i) ‘ ' ‘ Pt tg 4 14 oe ke hace 4 Uae 
) ry i a “el O) tai FgR hy SOM t4 
1 : eat, Va. WAALS fylad eAcorseas t Uptes Berto Tod a OH SFOiMTS . 
Dek Ue pts Retegtans efdrtse fee Veh aR AEM LA i As RIESE 5 
Ais in rn RG he te BARON 8 Be ty LAP Tag ay tS OORe eye MOL Aly Dn 


fe A Me A My Cod AduvPoR OD ip Vette 6 
Parenter curso 
aon Mr dobeee aan ‘ 
20 SUR NSAr 4 Ie 


: 4 rat Pils are | Ves ° > 
Babys ; PR Mer wh ve ee foots she Vintec afin Fem ALAS aS OLS BAAR LA’ OF B ‘ 
x ee Le | Ale re La AS Mit & a’ ag Rh Og OFS Ff 
r S ; oyu tad PPE) Fork hee tlie i] 
TL Otek Olid bali fade 
meee eA TRNSe 


. . 1 ‘ . ar “ Ja Feoy yee ofa . , 
: A tit, 8 2 6 “es Vow lef sae o, head, Yoke Cuesta, ¥. sagt Aste Kagaseds “eels »- 
: ¥ ott, ge! byt ny, Teeee A ZToaahl Saas® A aah Dhak WW AGA ABIDT Og RI ODS As F-43104 b2gine saps Me Soakes VAs te 
' Roa ie Asay tone EAA AO Den F100 ng Armin a RSR/ AE 
pe AIRS GO: MeNe Os Bien Pe acareée 4 
£00 ORES TRO 


4 ee t \ $ ’ é tly ™ »S ia . 
‘ too \ i | yf! Eee 8 Att, 6 y > Topat dag Distr hip 
’ :¢ Aga t vias§ 14s “adas Le yu gms RUT La . a ata igeaa ats ae my kh 

4‘a, (hs A a9 MANb gh Oday Cie BD ore tr Fee tek ioe opag t.? eae a ~ 
‘ ©, wa ferhse sc Gti g a hee, P84 4 Wale $6 AS GsBa arm nie arr i ARe ae oyna e.00 WS WMG MASE Ante maT Be 
Pes ae aa hem 3 Ser tear pres MBER H4 ue, PRE a peer ere OOK 
oo ce 8 fee Gen PE ET YY ET A Ae Wfaca Ul asng stad URED Ate LS op agade TA” td @otae spade Q tegen We babe ano. & Bite Bote eb BAN: w pred Oy ar hp: Or! 
* 16 bem Vt fe js, 4 pte fw ae geet he 1 Bhs Ae ag MALO Ae ql DON UAT eh va a4 %. nag ada ger se R Las Op RIO! FOr ts he My AiR 
ai Ly POY eT eer ee de A! Sune an da toil yeas af BE Me Aig a fog dare BON Berea iodhimiecuagarew 49% Sancee ie? 04 aa meh. We tsi Be Oe 
Pa | a2 ' 1 34 ‘ alg eaten  § ' a PU oa . Bh ‘a%e: Pe, ea oe Perr ry I cunts dase ay Spa he We dar 99s AgPong Meee De eB he Rens Be eet Ryne Os 
‘ ° ty? a be. ¢ Meferotyar 8 Sf “3fe eC UAPES © ope asne Eady UO N AGN VOOASESY Salas n sd eg see et MI Re ls a 
1 ies 2 2 Pane tea = 8 a + 8 ee Ne 1 ‘A 1 AN gti tl ay har gy Npyaae ri. Phe were Aine CR a il hy Aytyre wg hdne net 
oat Bh ees ‘ Oa PY eb th ozat uae a Aogaymemee sieath be ogde sy cha 1p Nee eRe Bo & Me Wawa rs NO 
ru : " . , sey Mgnt At™ tet ASAPA Rhee | 8 pity waging ye AEM, 0.4 Mee h oy Dated tg By SOs & Sayan hy ye 
tie gh Ob PMA POS gartan hwo ht concept anette tage lant Bee eDee oe Rd he hy Oe ee das 


as Lick 0%) [eae Twos dae ‘ . 
i ede mete Uae Ate rah SN Nes jeg be le Re % aA, ee SMD MTN, tr te wed OW 
Th gma me Yee RADIAL MB, 

























































2 







on Meee ht 








A 
oe a: ' * r a * ' # : ig Os Pete hem aw 
. ie 3, hostgce ute. heme ue Ye Ge wae Beg TR ATR Mi neetn ; itace CA Aether eg oe ooheeree 
‘ ae a In ofasatas Ve ee raA AD HE aia yp top OF PR DME AT IN Om ty MOEN Sy tate By Ry SEE BOE NS Ay Be Wea ee oe ae SPR By MPA Bag OO 
Oo 8 IS TE ge uy, SeemeGe e! t 8 NTA tad 2 WEE Bed ambar tg ile 1/0 "4 Be A RASAE NIB? 1 Bed O: BhEe te ASE ate Qe NP faema es Oe-vamnDant ea horgen Gs 
. i A er ee | . - 2 yk) a Asem 9 “ORL Oneetede Jy gsatade’s ePammed ose am ase me S RONES 0 ay ng by at ode ttarMrrt tay > Vn sPoMAs’ OTe Bas De? eh eee © 
fee eo t OS " te * * o i " Gas, Ueda 4 wii. 2 igt We A tFasn DELO AI ad r9 (BINS e A: a, etek gee Mr aeta® Vp Te ma ad ‘ats Wom Oe Ra jn hs Oe Meee oe 
' SA areas A She FOr circ: 2 CWO: A aera ee Le A Mine OT A ts ee & eT re eo ks APPR RRE VEN SLI Cd Dire tis pe br eee ar er 
. e pole San a Pehopet Be we cng Pasa | Pn hr re oe Ae ay Sy tJalD Reted Byatal eer ae 8g BEB SOc gh mMy ee Oe 2 aag' Me Ge RY Usn! Ms FOG N aS Op 
e @n gy @ STA AS 8 ee rm Trae TAS Y! agen” mote Ue amet Ce Ce a Sp Ora 8 nner Me AES Nu Mal My me Magn APA: By Rite D. B4H Nahe w /me Wu VAR 
sede, oats eR nA Nat dade TA Jo aaa NU ten shang ait eee Aca eco etre a 

* may sa tete® od Hm! IAIN BEN “agee ore a drwy ry ad 

Ass nites gtete® Ye l.e DSP LI dias Aa Lolli Ay ee brent ay = aaah Mant sty tatadvea hens pA 
t i Bem 20 hes RO 
















~ 
. 
* 











‘ ay sey ee ' 
$ ~_ a! a . 


Lo RL aaa, Son ’ 
wy) ta, “4! ech” berend ahue dine a Reheat ri So tee, be M fect Uaneeeeceus bpp 
s ted by ptr Dy AiMy RY Bede ih pte ip 4 agit 0 fs, Ngee he a me Md Peper! 

mPa dibe haa eRe CANIS LS aoe aranees a mene : 
' ‘ ‘ WiRrAc BER AY Siteunssacter tees Boag Aw alens cas homenesy aie iynee fants 
Be fay a hed Nias Pete tse” serake a ak CT eae nyse case siadacgoytcreae oak Menfien 02S. CUNT aGonad a 
sawiey LN fad att § AY Pee A eed hte (fae thy SEMEN. Bony We Oda dt D ec pepngee paer ® gre, Miao tyes Gh SinJagtne MEF Is, 
nh he tee LT Se ddita RIB Uo Fan’ fie Ye MyM Seb Yd 8d ae a Mees de) Hfagnurs Wseghe oe SN saat be oes Beay te are He nie 
a Uyuyel* ae Ja Saye te « elles “nag treseas ts g athe ye nnn eta adie BAFRINS Gd 88 Ne Fovig eee aad hed Cobra Ore rate tins van we 
» Aes SAS Ea Va SR AR MAMARLO io, H pete ede Be Dg hyMe Aer PEAS AOe TAN GNs ALAS (Aan, Beart qog, dons sateraleg blo.” nce ee lapel 
arsatyt oe os ay et “eg ede tet planer is Oke Wy Egenwatte eda lingegmniating we ge SOR Aa ect tr penstatnddars be Mime ® ang een Sac 
sae goin 48 fn ne Be ting Reade’ Wy Feene® Me LAD Be NEES YSNA. Sa) Op odh pte AMIN 4 demas rete Sieg m Me oN es Sury fede acs a 
oats WMets “hy 43: 4B Lad nf Use e ; " WAP n bye wey ool 6 22a Pedy Yap pseb sacndeg Sima Uda age RyAIM Yihing 
; Ms ORS ies be et agen Se Mptsagale We! : serge tenes sions! Pre ere fy tere 0 gp fe 72 0 Aap No tg Ow pres swan. Me 0188 
3 ' Wear teg) Ngee ste % than 4 we oa yd he? oe ak ire SAE Or  O, AMES energe say 6 nea} ol Tian wadR AeA IT tn tea 
“LL UMuk wie! mo tp et ste wn, Biiveitstag Mahe! Ne Reet $ 5 NN, BeBe a 8 “oP Mead yy A ee Bp © es tens mater tarme Re tees 
. ‘ e Ya yr gh en ty dete Ag the Aetararas pas Faye > pg SFR Ae ered OAD ty ompanl Free anu oe Beam sry Bote eF vag guseg Sa NT ae 
. . ‘ “ss : thfe ual Jee Plame hp gad hs Ve bape erome sohagpts trdedy Nyaey Ny f age Dns Lp Ad Ng fee 05 MOS SiR ATW Fe MONON 8 Oe Ne ee a 
' ls foes ®. a ‘ ety beagtes fa \Woasias nase a Ta 7 peasy Oe te LANA ore aaa pdov a ghdoaborss A Dost tai tore, Maire 00 48 enh tn Mey Mohan? 
Rees Bee ae Mela. tite UUW vede * we ge. ® Deiaie yo: wwe x BR, henge tan Meg wane See ANE! 
ot behidgrtt wa G1 pe 8 hM prgreyrso oeeas eka "9,0 Fare vie gers gel ses Dee he Uahind Se Wrage ipeesa ng renner 
tile ' aye Uy eter’ Sas" Yh wt qm vie wah a, Buy ma med aF ve Oe SE ty Rites VS Aare JRE Ee Oa lie Sry 
¥ “3 4 Aven & tae eS tates Wag Mga % wu Age ry 2 opera ha sat 24 Om ‘ Oh Sor ansn f ogensce onste els 

o> te" te, 8 ¥%% ‘ Lye “4 PY Jase yap Siseas Pet daantss . yey . & “eee 
s i qe" aa A Woe PS4 2s de Sapeg te alt wes t out O'Rei t e Saas Sq Nantn data Sass 
CO ar bind nas “ediene Seed® perk: oT SAR teas 5 

bf ae Pa oernt are . . ety . 

ere ty ah: ten) a | bs BRNEOe $7 Felted 2 peer eg eee! 
; j_« 29% vette ip bping 4AM Bebb Re dé Pytae tats): mon gmehena 
eels W far ly etec eed ied PsNse ALAS bed: Am Braye, er ee 
ot vg fg eases pee: jg AL AFASE ES pts fe ent Ow! da \oqe ring te 
Ruy seh bh Sfatey Se het’ tate Sy ae wae rade Rae nd, 49 Te Ms mates Y 
* fh athnose Fo ehprai 1 La eapacds sorennrd sen bra 0: 
= ef agar? ete te te ba ORT DP 
tae se vig aa foe ng been sen 
aged oth a Boy ere ans Ary Na NOt 2 ST DE 
$. an+ apts Be NS e8 le 
Agta eS area ye op te Be 























PRA Seg Bese Ui 
Ny . ¥M ‘ededa year VE pAtde’ @peartees 
‘ sey Bak taba 4 ty gt Ts we NADY 
CLE | yeh wt vom tt! RAF | we Ke 
i] 















































. ‘ 
. > es : os FY 
5 ; C leadl Irn : ic oe oa Neal 
Pee} 
































ee bar 
1 & 


w be 1 . 











+ y 
ther ramet Offa, 
; ee, stare a meg Agi 
Yrs at? ae peed “ofr MRM 
. 5 wag 4 “t Yip iH a hie 
. ers ' P a iY yo rage te ‘ 
e\e . ' Jude . i 2 ’ tA fe Mad! ERK day EF 
4 i. ee na “gs Za Te ALL) le iy 
: . - a deg ip? ; 
es 2 ' Pe, ; * Saat nh ar ee leah ete Arr to SIT tal bab ire nl 

" : ri DriLlate & tM \ snake veld ft a te 2 fac alee tenes 

. ‘ . P ‘ BMimcdes ay | RYN Ayne'ts eRe hy Ra te Be Mate mde a 2 ee 
i. € oy PW gt hs gene mp Bera 99-Reow 
te atte vie ng mg antares SP ee 
fi eis CO es aa ae UR 

Sg te 
Be 2 a LUA 

STi ge pn gk Se pets! 
mae d ey tas one 
x ed* Ne ade hat ot ins o” 
Sim atiahs Sure d bd ahs cite Ry Pan 8g Mats 


rath sre ias Gade = emg 
Art ta Mav tese i pe i 
aN j . eh Bey tales 
ao hfe 
. . Vid Cre 4 












Mr bade oe A 
sien “aenshaee £5 AF 
Ae 











































* ef . o . 





Cees 2 » 3 4 
* ’ ‘ " hows #y 

Be yy 

ft akae “a om Sfp 

















ve 


“Sf 
4 


. 4 
a SS 


ory 












wt 









weet : . 
MG | a, othe fot AOY ® 
tert TAPE! Hef, EE 

vA 


"28 


sn 


? “er sac t 
Liner? & 





y i : ‘ ' ef ‘ 


aa Rao pe 
wr Aree ern 
2 3 Ain eee ores Wiegewe? Ba 
Re gale sete ORE 0 REA 
a 3 ft ya Pe ¥ ‘ bs Mine oe HL uHneisrnno ae oe wie pre woah AZ 
: { Py we Ali ep chenete has en gael eSpeestignshe ries 2 Ze tape rh je Pe hat teen 
rae 1 PO Gary wt Nepean ets eagles AS dove Fy kepri 3h? 
OMNIA (yd task Recta eUEs taal Tayo 
. . 6 iy mee” s eh "Sm & es 
ee ae ¥.* * IK Vata 33 Re (pdt Hak: f “ gent? giana 
' aH = k ’ ,, Reyes pa hore yer He 
PO oda= doh ah De py, Attest oe ee bya griteen te = tok 
a", toy A! pts 4 SrAwis apo z eer 7 aot gS apt , : Ree 
ROE Shab On scues RAM A hyeheRil eee, emai of Ieee nee ek eet I a at oe Bett 
ita oat euek a Pe eget dhs re 8 Bs tet oe Lip ok ae ore RE td pee) oe a 
bat acute tere & ee weg onntotar Sais wre yl, pice or Paget sara rere age Si wre Aor 
Harte te ash * Seep hare oe Peer Pa tats wed got uae 0h ae Oe dad wide Bt Son a epant hes 
P Sf lastha act ge 4 Se aquegts yt pewry f Dias rt aiteet yee . fone on wr ow were saree » a 
Re ak de aue enue Pen 2 eee y are, Pt aan ee PIs eral anpie yee ¢ é povaadoguer shores oe 8 7 2 
Py 6 Mv Me hy 6° Tee pewtaccr s eg Pa itzene Cae ree gems ph agnga? we Tae hy ae pet = See oe eae 
a7 Fe wire dey we o vie, 1s PF Va waa nro pe eye ry . fo Ag oe eo wr, baa pete mrgeyel we 
E 8 ine Bata, tm, 0 asl et he fen OP om niet of oppor! Bas Wray stator paige ghee F sree shang © en ee a 
wv Pe we sneee eM BY raha be aes stynet yp Yoee Aatents Ae, fates alike ae 2 © pate aver on gt toon pee et 
weSS wats? . , oe erie Pete Mae eae are Argued PR et wi ge xt Puree 20 con maghren! re ini meen pinqancansanfan’ om Mee f 
4 é Cap Qeee pe a's" 08 i «pe ete wr prtavers, sf tes +g De see ees ee i eeaeeeae . is, Se ae 
, % ae te werd count wee Arn oun Oe - te pheahoms ah iw om wet ares 
Fi java sete’ aire a Al girat aa Task dad we tata a P ot hairs Utaete gents > ’ niet og *! se 
Nae PY ete fe shee Mees ab Dea neta aie Te ghnw SOys agg tong an wt pein eA OS er 
TC LA MT : : on foe aed ase se fee, AATEC FPF OU ee" ee io kteetuied ae gninsigns +9 0s peers Ae aes rd 
i Me ee Vs sete vaio es atl ae . # By ee mgt petstwetes ie openers et ale GH eal ga! ae se eran pdeee gegen iat oR AOA ge ae 
ore be # Pe ae ee By Ss akaindase 19 ea Ue (getag we © ot eo poquype Toe tb ot es A0 ee OR sree peer ama HONE AUT BOS 
Be 2 Aw 0 He perenne Aye a ary PO ma Mae cha ee ae Typo aeye penten erase hy rae reve <r gee £4 Ie 
v . al ee is x aie e * . ee Bere ya gh aa ie we guen tem ign ewe = mm steele <, 
‘ru pfon 7 6 Ae 1 § Br cute su eortoae P stern et Pa 6 Petar! cant pa Aisi tpn ot et eee cach nore pan en 
Ey eye ge 9 eevee eta de uke Oy we pie ste Ge Ra St) i a ito wt sa A Le we dL prrs in tether serratew mise reies tres Oe 
wv ‘ a ce 7, NOG og 1 em G y! atte gO etn ty gy eee Ae enter snipe <ospo aren ipa ate? ead catty ble 4 atjarentst owiattewies re penn ire” sot one iP 
4 oe OH gon mh Obres Fg ote hate og ugh FOE NE Bret ger oar 2 96 yee eaten Hee I wren errs 
OR iba ws pee 0) Mine } oF eiggeaiise ote PO a ai Spee gtk poem Baie tye henge gga oe ELT - wee 
F740 tbe wee 0 ds | vi gOarn Bey ON MO Pid gl CD de eg antes ec wile Wo peat a weacijhgep ete e whe or ie ay se gels asin SU anata ae Er 
iv a OF A OM ete hn at ohn vue Faery ea A Agbgwigt oreg tet shtameete, page on ara I4e ase eerste We pias astnsrheys wise cena ew one oe 
Tye aes a. oh piaba Segde wane We 2 OMe s hoe Fey cabs stat ater asthe Oral wore gavel Rae > SE urchin fe fatign Tie bi gachetee reese my Bea ool eiyeerar tts 
3 fee) nae: YEO 9 5) 4, cannienee 4 goad FY Oy g u 0td be otrer gts at dyer ae Ute pt ewan ghee € #2 Put eee gee gees 0 ae se ae WR oo oR Gar . Pak ae x ty arense teeny ee ease 
' ws eq oe Wy tee Stye aeetes bee bw eaheey in 6 yay ae pe ra tease LE Sg at permet ne apet aged a Vary Non Pamuece net ig React welt -aeie ar geen TF 
> 48 oy 8h ak ne ee LT dhe Pa TOT) 7 TP ll PTI ca ay asker pe A OPE we lan qete & Bipods we gd otter er ee ad Sah igaiar oe rete inte gt iene se = we DRE a we wot ha 
“11 1 1. areal Se Sc eweel rH ion seit 5 ey wrath Wee 8 apatetivye pms 6 a” Piel lip ie taapl ole Peet foniga aver yryeryebe Ly ieee one here gh Ok ys al wD 
ne oe ? so? SEN ‘ ’ see? | i é . a k "y ete 8 Aa Ks f bal Pat aby aan abd - es = Hvtyr's senant Grene so, pou ow lee we ge 0 Oa et 08 we phat eg HPs 
, ' ie) * git Ss Chay RES =e ate Ree fe Aaa bt tee eclgtnty lyse phoniogte er pnpeaens ore" A ph iors. eaAehigarpaty® 10% ned arege toner oo aie? p mate oem 
i ‘ PV rHOO MMA MeidgMareaige F ge oI” PF hetie eae VEY saa be weer ve ek fae ripen ae dO wea an me ew” 8 
¢ gains O's ot prorte carpe wa yee teeere = 
cae 60 erate a renga tre 92 up lee 76 sree 72 weawret ad tan sien 
























o- 
. 
. 
* 
. 
- 
* 
. 
i 

















. 
’ \ i . . Pibatee 4 t 
te . ‘ ' * . ‘ ye t+ 

. ‘ie ae 5 pote eee ye 

tr 


. 3 















r 
. 
~ 
. 


ow whe go el oO 








« 


















































te @qoeor sat 
« Wes t? 


H 6 44 















oe ' seae 5 
. aes 
press oof sagroh * 


. \ . 





‘ ' . e oe ' 
on one ’ ' 

% ie ’ ot» ou & 

. * ore a ougttl 


. .ye ob aie see Ne r ea 
b z 


















; » «EO Pata hah Unis 4 
rele to fe where De ‘} o oe tet pore Lela eee aS ah igo area =e) psd ech 
ee hI eo ate ot pel Gy Pree: shat « palette ‘at op4ee Fino kde ate a cee r 
‘ eigen rey Seer : as 3 * Soe ae C ane CLS CG eos re CON aah I Ay ener or ote Meowirsn pe ttigee Set at Re eC erage go were 6 
Pr c te ste ee eo A ese a aes OM paOAG titer © 106 eG el io gn a UN cE DseS Leh io hr ge wel pee Be tot aren 8 ata ee one peter 
: 7 Oe we Ui Neal ose ptt, eee i i ey ee Ub rot go 8 Crean veg D yee rer ton Gif tye Be or BY 08S! Soto Be see Raton pilabups pg mure Vic vtawstire 2998 4 9° WO Wine 708 FE ITS 
4 a0 ' ‘ oa | eae ae 0 8% oe Pe 2a OO puts ghee stm eirie abet AS et POP Tey TTS ew a taannten dt % 
U ' naa aw a 10% Ae ere tt EU } pr asneuresns sc0rees 2 tt ¢ PU Me te lk det ad lk pew pohceatic fie yee Rl) por sit teh ee Te 200 hse Gerla rere i , 
U6 oe ie ea whet ye 8 e ON om AST eat eh CN” Fa oe Bier be one net ate pitting Ae ee To dete cifaagnle eer ey at eri unencnaiy: to ee 4 mas einen IST 
aie) atte 8 98 We en 8 PME nig" 4, d yea te Kia Cepn ARR UEE 9 oh adiae ta tet eg ai oy trees er: ¥E ae el peak alte g Sera ir a BEA Taint rset 08 A ENTS 
> cot TREES ee OO UP A al pata 4g i lc et Sl ep tarinete tty Gale eid wea Parewes Gham s Peer etna w gegen 9 a= Ve 
dewe) GOR tele 1H eps Fe fn tre nels @2%0' yf Ufo @eal er og PR ete! Tae De NO aR! = ph iptr Zoe g peter er BOD P neriee Beat Es ere en one mre 
nt free an, ne YL OLS tert 9 a hie ek Ca) hte sil! Dense ee atianutba yy Hows 4s Pea oh Oe Breer eaeten oun sD sian ae 
5 gthendty WN" PG Ten GY Oe Le Oe Mal bi Soy: tactaetns 5p? wary od OH ETE MASI EY + ped Corgalpadeaiy Gs sent serctpwow = bce: 
PI yet ce ctl.) abot ote tyke eat ip tak 44 Wow ote (Ord Bqandie ed 1shels ype ith A Ob bere Ay aA eed Rae en RNS i asthe Tote va et aril eo AEN 
aicaipez yaar 009 alyetes Bs 17 agriee is rea aly i pes Riek tl pe a ae a Riniietcet PEY ary Le ob td Fe tam A ae et Al Danep oases eT 
a I il Sh Be bk dis Sth ah vAfraca make ey han puemetiin ots MEAP RE oe eS yale Gareatutrlee fea VhOA etre Ror RE ge baw m tae tw -cow 
Pane? wa yy oFtb ye ig? yeni fo 2a Range lps ter APA Tee uctyarasstzetes ink frist eeer™onise JOBRy mhO 6 CAT LL 
RTI yp alae o piieet ees #27 re Latte ce cat ter pong te hes artes ah 9% veer teem Tatip wegen neways ose rales 
i PERE SPA SL De ae a paipeiar sere peanings Par Pe sieve Pee ea ae ela 
ce ik igo ye ste vearyergel, 7's” gc prin ol h in? ph OUI a air idaher Calpe (pected yr 2 90 Dv oo DN 
Te 6 Fr RL SEL Sk de a oo DLA ry,” renrnen Ce er eroruce lithe": Vepemerameremane ebrese ers JTS 
7] fetes yee atte atl? y VE ie Pita DME yuere ays Spt eter gel yy, anion Bosse: yale Shon GIN Siege eae waive ellen «CN oer 
Fu Naa WE ar ce ah IO pole attras y wisi MxeOe rg Aaa al Sow pains he! elo" Be Orr ae Coe ahd" path Aerie eat nth 0s * SA ONIN 
e ore 1 ' a se peettce Fey? Ga Wee 8 0 4s Greener nd be vee peak Min ere Me Sete ea oe TTT oe vente ao nen teen oT! 
: a . a be mes » UNI 8a F%e4 # BROS its jap? yorsesy th eves ory® SE Saemanmecd ol po be Nubw ates Batyniye 174 wD oe omen warner 
' toe pS Ge ' san GL Rg te Re TONES Gad re Chey Aen hey eae Vein lie ee AES TT ae sacar gta cecusenbe pl eaeva ray PY. ten ee Tee ene ore 
‘ - we fh <8 ven Cote ee AT ptt 4 weer be ae 8) Baer Oy oth Aka ia 1) fa gow rly> ye Net ePID. 4 Piet ege a tS Dr wre wparins 26 yee tig a8 gee FON TIS 8 
. ‘ 4 u@ ne , fs? ares fw MONM FEY PS fey Kew ppt ope te asterteety= cf wry tersra. | { EP MRT oT Ne tra muettastel decir ere ree aac red 
ys x) inet . ths . . ve 1) Gor ee Pe saccat FF sain. a np Rn & dere TPt 8-9 EMOTE B A fee eS We eS gakee-Geramy Ins yaar we gewr age Bt? Amel atuek epeasteneotany! Bo'9" Wante SU PTS nee 
, . F 1] * 1 Rese ee, cicueee WeSC fhe nh vonsaeved Eye AN WMA ete yo yh og Pee ge he peueesiy pete ge pTow ‘rit eeipabour est prepreel to Ute wateatEr nT 9 Fores ams Hiv er Bee 
' ' . £9 ? : ay #4 © buns HSH HN ra ease 2 Heep Va ii ose ore 9 Within: goaray nals goa’ ogous seria yl yeyaui sg ve St 4 £107 AG TROP CIA 1 SEO Re 
1 z i Ate lage a eee: . pe & . beet pentya. Bele we enreen cae Ut eilergAh eee eet hm yop g: ¥Ik ptejctetge Gebers hele se Fee toe nt | te TPA OLS bY meee 2 8 9 harem th: 
a. ae we Pe oh a % aqaye., 5% be POE Rigs PAUSE shee F type pe eres 9 Oh ie PEST Gh a ae adi bt Ane mia youow sary wee qt ss reas BTR ceHROHe: pepe eee erro. 
- a : ‘ . «fs . wees ‘i wh o,f q "ds Chopr ypu a.45 tbe rsges snksonpe St forte? eMart aot Rice nua Pentre harem rer cgier at teas 
44 ' t ieee oe oh eee sine gr Payy se PHA CS Te a oe pea aa acd 8 or EOR BME wiloe F pe racist} ep cloe dovy rela ab: pawegee a sbs nev Twat He? Sere SOS 
7 a 6s Sys 0 8 Ol nee See 7 ae fou Jeger eg oe ole wee HapadaG 4p OAGe Hoesen ce ea ew a ees Yomemen esas tire DE FU een We i ORT URL IT So ae repens 
os 4 Pa BG rove, f vaPlegwh 4450-306 @ 0 s aigtpaa ees legeae Inheepeee eaneNr nto 1 STONE eT aemobes > be ON eve la sierra Areas ata Rees eee’ OI" pee 
; ‘ ‘ . ™ fee ts OF t004 Creo 6% 0 28h at pt THES Rae ere Te ok ah dich eA aaah aA Seeeae whew fT hieasdee at Pan rower womserunerwaita cy! Se merbe rec" 
. ma Faure 4 tel f We oye " ay Geert Be HN 8 eS sith 9 Bed res S oh Rey ven rr Perret ae ect ee eat cy Rheearere cy aqatp Om P-UTaS hays Bewrpebena ve sary mT? pe weeegrers 
’ o ye .! ar ee, i Le ee ee er ae Da OL a a oc em ha ate ED PERG 15° Benes avespeprtea'es +t: CP InaNt 19 ATP NEe NOHAG tater Ite fetes noe 
‘ ET) ’ cee i= 8 . - >? t pal ere ee A owe h cht Bake aeey o rey geDepY GPa? 1Z 800-8 es egress a wt ering Ae PAPAL ass Seat Ue tat alg tastes epee Oe MeL 
‘ : . ' : s ‘ : Pa at, CUNT an a le Cte yar NeHeNnd sehr AS peer etey SPC Oe BS hentia heparan As 67 ia tyatee ee Musee ca ureter eetye GE UREAOL Aa 12100 TRON LULA SALOLS 
' ro rere i a rp ord owe TPT guy Yeats $74 yirrk status We YF WEED IP RMG IH Se PR 8 020" 110 eG igegng anne Fea ea yridieee G(r vres eee! some oe Ae ee : 
’ y - Pare | | ; atte oe) oe Fmt bit, oe PE Gere: i474: < 4 W0 Me ky eetyieer ea iis Bo gees Geert tt tnbe arerapvialpes (sip aews one fe wen reee =e 
ne OE 8.8 ctN Bb IGIN FOP ot ey f eT EBAY BO Fe BEV tseerS SS ate ee errpr tere ety hs tenecrenus sce ye stares i a shusrgenr War 6 20 Sey, 
PL 1 yar egy g-9td o2 tar Sta Hyg ae ss fe 1GITAewyegrh Wistar weiner alge Cad Pe ep feliatttpte1 wehe N92 tinh ret Wi OL ree ny 
Aa ONT PU kh MT Aah got ete py’ A a Av pr op ad waren? Worth aye AVP ReMies ee Teas ply 7 eet se ragethmeerery ote? wnke Werk act Moat Rig Verrier PLO TOS PR to 
oy pled wt sehrae eye O99! vy, hey Ue a] Gres brezepyayatic oa an stir egatyeh Use Darron! Tid ag” Sa oe Ka br uere ea tH ss ean 
‘ . nota 3 J gen Gemeeemetunae Saat Pad Al belay ag pa a pte peg NIT: 9 ey Shey ow wee Bea’ Gey shes ord 1g 8 ere SE* 
' ‘ | Oe Se yeh arr atts wuertiseache ote Weg Maprer ie. Ia boa pat bh eM LS LO rete whet Oe a ye 

t sag ‘® sy y  eert beged ce 2 ON ities ¢ iseods 2 Seton tee sipapcrerligien Mes ee TE tae ive Dy ve! Or ere hk 7 GER HEe tere S087 8° us iperwr owe 
: 3 oft rgreute™ vee F Ee away f° ‘peters ae Hecettty ry cieigeneeopresd tn ee wave . 
mu “Dork . rae 0 oe oe 
SS THAT talk ah i pricier <tc 
is oe 













' + 
' % Piet. Fo 

aa 8 eed a - ' 4 tyeewr 

‘ F sit pee 
’ if. (ec ee 6 & 
‘ 4  .<« ye Meat Oh ‘i 
% oe 2°O Pet 
‘ on ‘ ‘lab 
w o& + Corie aa 
5 
















*e-w 
- 


Pm a ee Ye ty ene 

* 1 1 hoe i ’ Tee at bad ‘ yew ba rae 
dais . en . o. i? i] 1 . 

- CS ea Beuonte® f 









£9 7 . < a 

q eM 5h ‘ 

z , % ei, ya (9 
og f& a 

. 


’ 
e . Le a | i” % ry 
oi i 


+, 
wey 8 ae 



























- 
#& 





4 





te ‘ . 
'. 8 . 

Py? i? eee xt 

* F 


‘ 4 ee A ' Fie | ’ te. 
a . } a LL ee i | a ie remorse UST WF og Gre PaO; VD HSE SD 
ee ’ . OG Corre RD oA ¥ = 4 ed Page MURALS Patan ay eer ee ap tei neh tee per Seseenre 
_ PACH 4 ? % aeporrryes* 7 + 1% ste yeeroee rt iy we yet mage ig 8 ele oe ate ee " 
att ce 4 ae AT pa , Uf A eetnene rat W? rewnghpiveate arg nce a0 te lg 0 ee FEA" fe GLE OD (TT ol aa ol sah sad Soli ee ak ak call 
4 Gorgon & Wuspet ary e ip ayotactrny* Om pre! nace 





eins ETAT pei My i ia bl ying en 4 7! e ws “p 

©y.4 06.92 TTY a eee Nee ae hee GREE See RN, SAA) ot . ery A pabcaten ye etenl rth 
| F ; ata A faa tori pety Bia I LL th ee cali lge gh Fie oa 1D * Wetpeese WoReotes tgs Te y* bh» er gy a pets wee ir ot Ore we 
1 ee 0 . e ' ’ te Fy ' ow a¢ wre |. srqel | iad t aipeged © Lak en (ape pr ad . He caret riir te’ tan oy fet : 
. ' ‘ ee $-.5 ~esapt whe @ qe ra 4 yet oS; Aa tal rar eas fro Wr Wr o8 ter a fe Ne eens pan se ‘ 

ar | Fy are ay ae eel a ey 0, Swope pe? | ‘ fre tes v. Heme fey f BE Td Aa ay ery ian eb ney? Moola ‘3 
pee le Laoag abt, f tetprernes Donen eZ ft he nye’ ocyareeeves yrtusettersie UY PSOLG $2 [toe tre ee 9s pe ae l ten - we Oe ieee a we 
Hare ec eT tS wi I ie Ca te a 4 ena vopte surest OPCs 2 ne deat arr A en ey eR Ae op navewad Saree 
te ° Beer kee Te I Fhe we peeeeny oy, THe Gd bees “ee hey - ‘an wn ery” Leta Satur wget or 
wus ia: ae ata cena l ty b.ger8 bre WerPeS HN ye sed ar Ge pt Pe ae Ori YP Ee He Fe I PUI bas 
a) tv & Seu Boe aye’ ASN RLY Prony Fak Mp eregn TOTP a ar 9 1 ip Geshe ten 9 Frere pre wee rere ogee 
“rier ihe m8 a ae ie eee oop Yer Y Oat SHOE HEUTE: WOR Bese Te 


% 























NAVAL POSTGRADUATE SCHOOL 


Monterey, California 


AN ASSESSMENT OF THE NAVY'S PRODUCTIVE UNIT 
RESOURCING (PUR) SYSTEM IN USE AT NAVY FIELD 
GONTRACTING ACTIVITIES 


by 


William Michael Fink 


December 1988 


ThaecTtomAdy LSOL - 





Boproved tor Public Release; Bastri bucion Unlimited. 





Unclassified 





UP ITY CLASSIFICATION TH'S PA 
REPORT DOCUMENTATION PAGE 
ta REPORT SECURITY CLASSIFICATION Yd RESTRICTIVE MARKINGS 
Pnclassified 
Ja SECURITY CLASSIFICATION AUTHORITY 3 DISTRIBUTION / AVAILABILITY OF REPORT 
Approved for Public Release, 
2b DECLASSIFICATION : DOWNGRADING SCHEDULE Distribution Unlimited 
4 PERFORMING ORGANIZATION REPORT NUMBER(S) | 5 MONITORING ORGANIZATION REPORT NUMBER(S) 


6b OFFICE SYMBOL Ja NAME OF MONITORING ORGANIZATION 
(if applicable) 


54 





bea NAME OF PERFORMING ORGANIZATION 
NAVAL POSTGRADUATE SCHOOL 






NAVAL POSTGRADUATE SCHOOL 





6c ADDRESS (City, State, and Z/P Code) 7p ADDRESS (City, State, and ZIP Code) 


MONTEREY, CALIFORNIA 93943-5000 MONTEREY, CALIFORNIA 93943-5000 


8b OFFICE SYMBOL 9 PROCUREMENT INSTRUMENT IDENTIFICATION NUMBER 
(If applicable) 


54 





Ba NAME OF FUNDING: SPONSORING 
ORGANIZATION 









Bc. ADDRESS (City, State, and Z/P Code) 10 SOURCE OF FUNDING NUMBERS 
PROGRAM PROJECT TASK WORK UNIT 
ELEMENT NO NO NO ACCESSION NO 






11 TITLE (include Security Classsfication) 
AN ASSESSMENT OF THE NAVY'S PRODUCTIVE UNIT RESOURCING (PUR) SYSTEM IN USE AT NAVY FIELD 


CONTRACTING ACTIVITIES 


12 PERSONAL AUTHOR(S) 
FINK, WILLIAM M. 


We TYPE OF REPOR’ 
Master's Thesis 


















‘In TIME COVERED 14 DATE OF aie ts} (Year. Month. Day} 


15 PAGE COUNT 
FROM December oe 





| 
! 
5 





16 SUPPLEMENTARY NOUTATIO?P, 
The views expressed in this thesis are those of the author and do not reflect the Sriveral 


policy or position of the Department of Defense or the U.S. Government. 
17 COSATI CODES 16 SUBJECT? TERMS (Continue on reverse if necessary and identity by block number) 


i 
ELO GROU 5'J8-GROUP PRODUCTIVITY, RESOURCING, MANPOWER, STAFFING, FUNDING 


19 ABSTRACT (Continue on reverse if necessary and identify by block number) 


The primary objective of this thesis was to critically assess the Productive Unit Resourcing 
(PUR) system as it is outlined in NAVSUP INSTRUCTION 7000.21A and as it is being used at 
‘Navy Field Contracting Activities (NFCAs). The research was conducted by a review of current 
literature and extensive interviews with headquarters and field activity personnel. The 
‘research contains a review of PUR's predecessor system, the fixed workyear-cost funding 
methodology, an explanation of the PUR process and Procurement Cost Center algorithms, and 
summaries of the positive and negative impacts of PUR. Conclusions and recommendations are 
made concerning PUR's applicability to Navy Field Contracting Activities. Where specific 
/problems were identified with either the process or algorithms, possible corrective actions 


are proposed. 





(20 DISTRIBUTION/ AVAILABILITY + ABSTRACT 2! ABSTRACT “ECURITY CLASSIFICATION 
CO UNCLASSIFIEDUINLIMITED 7) SAME aS RPT (17 otic Users Unclassified 
(@da NAME OF RESPONSIBLE 160 VIDUAL 22p TELEPHONE (include Area Code) | 22c OFFICE SYMBOL 
ee Hart CDR USN (408) 646-2966 54Hr 
OD FORM 14 4 MAR B23 AbHeGt 
OR 1 3. B ‘on mMay De used uNtI exnausted SECURITY CLASSIFICATION Or THIS PAGE 
os Ss SOON ik Obsaieve ele i" a ane Pike Gio sete 


iu 





Approved for public release; distribution is unlimited 


An Assessment of the Navy’s Productive Unit Resourcing (PUR) 
At Navy Field Contracting Activities 


System In Use 
by 
William Michael Fink 
Lieutenant Commander, United States Navy 


B.A., The Ohio State University, 1978 


Submitted in partial fulfillment of the 
requirements for the degree of 


MASTER OF SCIENCE 
IN MANAGEMENT 


from the 
NAVAL POSTGRADUATE SCHOOL 


December 1988 





ABSTRACT 


The primary objective of this thesis was to critically assess the Productive Umit 
Resourcing (PUR) system as it is outlined in NAVSUP INSTRUCTION 7000.21A 
and as it is being used at Navy Field Contracting Activities (NFCAs). The re- 
search was conducted by a review of current literature and exensive interviews with 
headquarters and field activity personnel. The research contains a review of PUR’s 
predecessor system, the fixed workyear-cost funding methodology, an explanation of 
the PUR process and Procurement Cost Center algorithms, and summaries of the 
positive and negative impacts of PUR. Conclusions and recommendations are made 
concerning PUR’s applicability to Navy Field Contracting Activities. Where specific 
problems were identified with either the process or algorithms, possible corrective 


actions are proposed. 


111 


Ile 


UL 


[FED /eE 


ff 
4) 4A 


/~ L/ & J 
f 4 ws 


C./ 


TABLE OF CONTENTS 


INTRODUCTION .... 1... 9 1 
A. “GENERAL ............ 2 1 
B. OBJECTIVES ..-...9555 5.) Sone Z 
C. RESEARCH QUESTIONS |...) 2 
D. RESEARCH METHODOLOGY |). 2). 3) ee 3 
E. SCOPE OF STUDY ..... 0.2 4 
F. ORGANIZATION OF STUDY 2. 4 
BACKGROUND... ... 4 24 1 eee 6 
A. PRE-PUR RESOURCE ALLOCATION (23) 3) eee 6 
B. RATIONAL FOR DEVELOPING PUR 22 eee i 
C. WHAT IS PUR ...4.22.0°95282. 2] 2 8 
D. PURPOSE OF PUR....«. 0.4 Ra 2. 2 9 

1. The Workload-Funding-Productivity Relationship ....... 10 

2. Decision and Performance Review Process ........... 10 

3. Funding Strategic Plan Initiatives . . > -2yes- eee 10 

4. Identifying and Rewarding Employee Performance....... i 

5. Internal Mechanism for Funding Workload Increases. .... . 1] 
BE. SUMMARY ... 25 2 2 2 eee se eee 2 
PUR PROCESS AND ALGORITHMS 2 2) eee 13 
A. GENBRAL 22). 225 2 13 
B. RESPONSIBILITIES UNDER PUT Is 
C. THE PUR PROCESS 3.) 32 eee 15 

1. Rate Determination. . . 2 > 2) 2g 15 


pebecuionmancewevleworte 6. 0 sume ww ek 16 


Seebetionmance WWeaiiion 0. 2... ke ek. 17 

4. Adjustment Calculation and Processing. ............ 17 

Dee ibe ne cUmnMiPNtCOST CHNIER Same >. ........ 19 
(PEIOCUneImMentwoverncaG (OstS , senso as ee te 19 

a. Overhead Allocated to Large Purchase. .......... 20 

b. Overhead Allocated to Small Purchase........... 20 
ueearce urchase ost Perier@ductive Umitum ou... . 1... s Zl 
Saeeomall inenase cost Per Prodiictive Unt <2 °°0. . . .. 22 

Be UCURSTURSUNTROS Ga PRN Di AIG crn rg no aS 


IV. POSITIVE AND NEGATIVE IMPACTS - PROCESS AND ALGORITHM 


DIMOe Pesta NE SOLUTIONS 25 2.5255 5252 ee wee es 24 
A (GUEIND, 7 Sa 24 
eo oii telVieA@ US yee. ..5 - 4 weeeeeee fee 24 
Lo AGHESRULE OS eM 5 ON Yas 

2. Examine Operations From a Business Perspective ....... 25 

Sec ommionvUnit of Measitnementemers . . 240.5. 68: . 02m 26 

4. Field Activities Generate and Use Profits. ........... 26 

5. Defines Employee Responsibility. ................ 27 
immemployee Incentive Device. 22... - 6.4... 27 

Coo INTE IDT AY] INGE ea a Ged RS a mc 28 
ipemeinmpacis xesuitimg in Uneertamty .............65.- 28 
Heeeliniconsisteney of PUK Payouts .. 44.4. .-........ 28 
Delotta mbamplasis OM PrOGuction =. +. <. +. 26. ~ os 29 
PREPUOCESSMEACO@DICINIS 2 2 i ss eee on ke 31 


amr orecasimg workload UnderPUR .........4:... 3] 


V 





b. Rate Negotiations ..... . 2 . 2) =n 33 

c. Management Information Systems (MIS) ......... 34 

d. Staffing Under PUR . >). 7 35 

e. PUR Gaming.......... 73.) en 36 

3. Algorithm Problems”... 2. = 35 (yey ee 37 

a. Range of Matrix Values .94°5 2 2 [eyeemnesn ute 37 

b. Completed Actions . © 2930 2 2jgeeue meres een 39 

c, Standard Man-Hour Base . . - >) 22232) 40 

D. SUMMARY .....¢8..... 72. 4] 

V. CONCLUSIONS AND RECOMMENDATIONS |. 23 42 
A. SUMMARY . . . «0-5. 5 GRIN eee 42 

B. CONCLUSIONS ... .. . . .9RRRR See 43 

C. RECOMMENDATIONS... ... 22 5% so. ee 44 

D. REVIEW OF RESEARCH QUESTIONS 22. 2 eee 47 

E. AREAS OF FURTHER RESEARCH «=... ee 49 
APPENDIX A - Interviewees... . . . = 35 2eeee ene 51 
APPENDIX B - Commands Visited/Interviewed ............-... 54 
APPENDIX C - Large Purchase Productive. Umit Matrix) 2a ee 56 
LIST OF REFERENCES ... 2 «4. cs 5 (eR 58 
BIBLIOGRAPHY ...... 2.5 2 = 5 es eee ee 59 
INITIAL DISTRIBUTION LIST .... ... . . . (9S 


V1 


LIST OF FIGURES 


3.1 PROFIT/LOSS SCENARIOS 


ee @ @ @ @ @ @ @ @ @ 8 8 B@ @ 8 @ #8 @  @ @  @  @ 








I. INTRODUCTION 


A. GENERAL 

Since the beginning of time, when man has been confronted with tasks to 
be accomplished, he has had to concern himself with the fact that he had limited 
resources with which to accomplish them. This situation has prompted man to 
continually seek out and, where necessary, develop better means of allocating and 
using scarce resources. 

Often, man’s solution to this resource dilemma has been to engineer a new 
mechanical device or process which, when implemented, frees up a limited resource 
and substitutes a more abundant resource in its place. Two well known examples of 
engineered solutions to constrained resource situations include El Whitney’s cotton 
gin and Henry Ford’s use of standardized parts and assembly line production in 
automobile manufacture [Ref. 1:pp. 736,566-568]. These engineered solutions freed 
up scarce manpower and material resources. 

In addition to engineered solutions, management techniques and methodolo- 
gies have also been developed to relieve constrained resource situations. Beginning 
with the work of Frederick Taylor and continuing with that of Henri Fayol, Elton 
Mayo and others, new management techniques designed to achieve gains in worker 
productivity have been introduced [Ref. 2:pp. 3-5]. By applying these new tech- 
niques, savings in scarce manpower and financial resources have been obtained. 

Today, resources of all kinds including manpower, material and, in particular 
financial, remain scarce. Corporate executives in both the public and private sectors 


are feeling an ever increasing financial resource squeeze [Ref. 3:p. 8]. The Naval 


Supply Systems Command (NAVSUP) is no exception. NAVSUP, in response to 
increasingly constrained financial resources, has developed and implemented a fi- 


nancial resource control and allocation system called Productive Unit Resourcing 


(PUR). 


B. OBJECTIVES 

The primary objective of this thesis is to critically assess the PUR system as 
it is outlined in NAVSUP INSTRUCTION 7000.21A and as it is being used at Navy 
Field Contracting Activities (NFCAs). A secondary objective of this research effort 
is to obtain a better understanding of the PUR system process and in particular, 
the application and use of the Procurement Cost Center algorithm. Finally, it 
is envisioned that the results of this assessment will be distributed and reviewed 
by appropriate NAVSUP Headquarters and field contracting personnel and that 
the PUR system will be modified to reflect recommendations resulting from the 


assessment. 


C. RESEARCH QUESTIONS 
In pursuit of the objectives, the following research question was posed: What 
have been the positive and negative impacts of the Navy’s Productive Unit Resourc- 
ing (PUR) system as applied to the Procurement/Contracting Department of Navy 
Field Contracting Activities and how might the system be modified to improve its 
application? 
In support of the primary question, the following secondary questions were 
established: 
1. What is the PUR system and why was it developed and implemented? 
2. What have been the positive impacts/results of PUR on NFCAs? 


3. What have been the negative impacts/results of PUR on NFCAs? 





4, How might the PUR algorithms be modified to improve PUR applicability at 
NFCAs? 

5. How might the PUR process be modified to enhance PUR applicability at 
NFCAs? 


D. RESEARCH METHODOLOGY 

Research data was collected from two primary sources. Initially, the researcher 
conducted an extensive literature search. In order to familiarize the researcher with 
the subject area, custom bibliographies were obtained from the Defense Logistics 
Study Information Exchange (DLSIE). Key words/descriptors used to obtain bib- 
liographies included: Manpower Management, Manpower Requirements, Personnel 
Management, Personnel Resourcing, Resource Management, Productivity Measure- 
ment, Production and Budget Formulation. 

Literary sources examined included published and unpublished papers, period- 
icals, general reference texts and Government publications and reports. A complete 
list of literary sources used is contained in the List of References. 

Secondly, research data applicable to the specific thesis research objectives 
and questions was collected via personal and telephone interviews. Fourteen per- 
sons at nine government activities were interviewed. Interviewees were selected 
such that both a headquarters and field perspective was obtained. All interviewees 
worked directly with PUR, either as headquarters/field activity functional managers 
or comptrollers responsible for activity budget preparation. Questions asked were 
open ended. Each question was designed to generate a discussion of any opinion 
that was expressed. 

The researcher would like to acknowledge the tremendous cooperation and 


support given by those personnel interviewed. Their frank responses to the many 


questions asked have greatly enhanced the validity of this study. A complete list of 


personnel interviewed is contained in Appendix A. 


E. SCOPE OF STUDY 

This study focuses on two specific areas. First, an examination of the generic 
PUR process is presented. Secondly, the construction and use of the Procurement 
Cost Center algorithm is reviewed. Other cost center algorithms such as Material 
and Inventory Control have been excluded from this study because they fall outside 
the researcher’s area of interest. 

In pursuit of information relative to the areas of study, the researcher has 
contacted as many Navy Field Contracting Activities as possible. The size, location 
and nature of business conducted by the various field contracting activities was of 
concern only to the extent that a balance among personnel interviewed was obtained. 
Appendix B contains a list of commands from which personnel were interviewed. 

Recommendations made as a result of this study which call for modification 
of the PUR process and revision of the Procurement Cost Center algorithm are 


applicable to the entire NAVSUP field contracting system. 


F. ORGANIZATION OF STUDY 

This study consists of five chapters. Chapter I has outlined the objectives of 
the study in addition to providing comment on both the scope of the study and 
research methodology used. 

Chapter IT provides a historical perspective of PUR. Discussed are NAVSUP’s 
pre-PUR resource allocation system, the rational for developing PUR, as well as an 


explanation of what PUR is and what it is supposed to accomplish. 


Chapter III consists of two main sections. First, the PUR process is explained 
in detail. This is then followed by an in-depth explanation of the current Procure- 
ment Cost Center algorithm. 

Chapter IV is a review, discussion and analysis of data collected during per- 
sonnel interviews. Positive and negative impacts of PUR on field activities are 
discussed. Also, PUR process and Procurement Cost Center algorithm problems 
are examined and analyzed. 

Chapter V summarizes the results of the research and presents conclusions 
and recommendations. The recommendations, if implemented by NAVSUP, will 
facilitate a better understanding of PUR as well as better application of the system 
to Navy Field Contracting Activities. 

Appendices and a List of References are provided for information and to facil- 


itate further research in this area. 


II. BACKGROUND 


A. PRE-PUR RESOURCE ALLOCATION 


In order to better understand the impact of the PUR resourcing methodology, 
familiarity with its predecessor system must first be obtained. That is the purpose 
of this section. 

The resourcing methodology that NAVSUP Headquarters used prior to PUR 
was the fixed workyear-cost funding methodology. Under this funding methodology, 
each field activity was allocated its financial resources for a fiscal year based on 
what it received the previous fiscal year, with appropriate adjustment for total 
funds available for allocation by headquarters. These allocated funds made up what 
was known as the field activity’s “mission funding base” [Ref. 4]. During austere 
years, negative adjustments reflecting fewer available financial resources were made 
to the activities funding base. Conversely, when defense budgets were expanding, 
adjustments were generally positive and reflected growth. 

Mission funding bases (levels) could be further augmented to reflect “above 
control” items [Ref. 4]. Above control items were those tasks being performed by 
the field activities which were not originally funded as part of the mission base and 
as such required the obtaining of additional funds. For example, a new initiative 
directed by headquarters requiring the shrink wrapping of all material pallets at 
Naval Supply Centers after promulgation of their base funding levels, is considered 
an above control item. Twice each year NAVSUP field activities would submit 
funding requests to headquarters for their above contro] requirements. Each funding 


request detailed exactly what was being done above control, why it was being done 





and how much it was expected to cost. Requests were reviewed by the appropriate 
NAVSUP headquarters functional manager who either recommended approval or 
disapproval to the NAVSUP Comptroller (NAVSUP-01). If funds were available 
and the Comptroller concurred in the recommendation, funds were approved and 
added to the requesting activities mission funding base. 

The mission funding base, plus approved above control requests, comprised all 
available funds for the field activity. From these resources activities were expected to 
meet all expenses (less those covered by direct customer reimbursement), including 
payroll, materials and physical plant. Requests to cover normal operating shortfalls 
were made directly to NAVSUP headquarters and were reviewed for need and avail- 
ability of funds in a manner similar to above control funding requests. Excess funds 


held by field activities were subject to NAVSUP recall and redistribution. 


B. RATIONAL FOR DEVELOPING PUR 

The rational for developing the PUR system finds its genesis in the major 
shortcoming of the fixed workyear-cost funding methodology. As previously dis- 
cussed, when budgeting and allocating resources under the fixed workyear-cost fund- 
ing methodology, an activity’s prior year budget formed the base upon which the 
current year budget was built. The base year budget was simply added to or sub- 
tracted from to get the current year budget. No attempt was made to build the 
current year budget from scratch, that is to “zero base” it [Ref. 4]. The fact that 
budgets were not zero based annually was seen by the NAVSUP Comptroller and 
functional managers as the major shortcoming of the fixed workyear-cost funding 
methodology, PUR was developed to correct that shortcoming. 

PUR requires each activity to develop each year’s budget from the ground 


up. As will be explained in more detail in Chapter III, field activities build their 


budgets by forecasting annual workload (units to be produced) and then negotiate 
a rate (payment per unit worked) to be applied against each unit of work actually 
accomplished. The product of the forecasted workload units and negotiated rate is 
the planned activity budget. Thus, PUR was designed to eliminate the dependency 
that existed between a current and past activity budget, a dependency that was a 


key fixture of the fixed workyear-cost funding methodology. 


C. WHAT IS PUR 

As discussed in the introduction to this work, PUR was developed in mid-1985 
as NAVSUP’s reaction to the financial resource squeeze being felt within the United 
States Government and in particular the Department of Defense. PUR was to be 
NAVSUP’s primary means of managing its allocated Operation and Maintenance, 
Navy (O & M,N) budget dollars for selected field activities. As developed, PUR 
provided financial resource control and a means of equitably distributing budget 
dollars by linking funding for NAVSUP field activities to actual output produced in 
the workplace [Ref. 5:p. 1]. 

PUR is governed by its own instruction (NAVSUP INSTRUCTION 7000.21A, 
PRODUCTIVE UNIT RESOURCING AT NAVAL SUPPLY SYSTEMS COM- 
MAND (NAVSUP) FIELD ACTIVITIES), which clearly defines the roles and re- 
sponsibilities of headquarters personnel and also those of Naval Supply Systems 
Command (NAVSUP) field activity personnel governed by the instruction. The in- 
struction also outlines procedures and defines key terms and concepts. Enclosure 
(3) of the instruction contains specific information peculiar to the Procurement Cost 
Center. This enclosure defines exactly what the Procurement Cost Center is, the 
functions this cost center provides, the rate determination process and the calcula- 


tions of large and small purchase productive units. General PUR procedures, terms 











and concepts as well as those specifically applicable to procurement will be discussed 


in detail in the following chapter. 


D. PURPOSE OF PUR 
As outlined in Morris [Ref. 6:p. 1], the NAVSUP developers of the PUR 


system identified five basic purposes or goals for the system. These purposes are: 


e Providing headquarters with a better way to measure the workload-funding- 


productivity relationship. 


e Providing headquarters with a decision and performance review process capa- 


ble of: 


— Comparing activity performance to negotiated plan, 


— Improving NAVSUP credibility with higher headquarters, 
1.e., NAVCOMPT, during budget reviews, 


— Permitting NAVSUP functional managers, particularly NAVSUP-02 (Pro- 


curement /Contracting), to compare performance of cognizant field activ- 


ities for the purpose of transferring workload. 


e Providing headquarters a means of generating funding for the accomplishment 


of Strategic Plan initiatives. 


e Providing field activities a means of identifying and rewarding employee per- 


formance. 


e Providing field activities with a mechanism for funding workload increases 
without going through the process of requesting additional funds from head- 


quarters. 


It should be noted that the order of presentation of the above listed purposes 
does not in any way connote priority or relative importance of the particular purpose 
or goal. Each of these purposes will now be examined in detail. 

1. The Workload-Funding-Productivity Relationship 

Under the fixed workyear-cost funding method of allocating resources, 
NAVSUP had no means by which it could measure the relationship between work- 
load, funding and productivity. Headquarters had no quantifiable way of answering 
questions such as: Assuming X productivity per worker and Y financial resources 
available to pay workers, how much work (output) can be accomplished? It was in- 
tended that PUR, by linking workload and funding through a unit-rate connection, 
would enable headquarters to answer quantifiably this question and other similar 
questions involving workload, funding and productivity. 

2. Decision and Performance Review Process 

PUR will enable headquarters to compare actual activity performance 
to previously submitted plans through the use of activity phasing plans, discussed 
in the next chapter. Then by comparison of actual results to plan, management 
decisions, e.g., shifting workloads between activities, could be accomplished. Under 
the fixed workyear-cost funding methodology, this was not possible. Additionally, 
because budgets under PUR are to be zero based each fiscal year, NAVSUP could 
better defend annual budget positions to higher authority by using each activities 
forecasted workload and negotiated rates as backup. Again, this was not possible 
under the prior resourcing methodology. 

3. Funding Strategic Plan Initiatives 

As developed, PUR would give headquarters a means by which it could 


generate funds for new or emerging Strategic Plan initiatives. (These initiatives 
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are headquarters conceived programs or projects intended to enhance the entire 
NAVSUP organization.) PUR would enable headquarters to capture (claim and 
use) a portion of the profits generated by field activities during the course of normal 
operations and to use these profits to fund these initiatives. Previously, headquarters 
had to expend management reserve funds or specifically designate funds to ensure 
financing of new and emerging initiatives. 
4. Identifying and Rewarding Employee Performance 

PUR, through its quantifiable nature, was also designed to facilitate the 
identification of employees performing in a superior manner, as well as providing 
command funds with which they could then reward deserving individuals. Em- 
ployees who produced more than planned and did so at a cost less than planned, 
contributed to the activity’s profitability. Profits, those remaining funds equaling 
the difference between planned and actual costs, could then be distributed to su- 
perior performers as a reward for a job well done. Under the fixed workyear-cost 
funding methodology superior employees were usually subjectively identified and 
rewards, if made, came from the activity’s general operating funds. 

5. Internal Mechanism for Funding Workload Increases 

Under the fixed workyear-cost funding method of allocating resources, ac- 
tivities which experienced unexpected workload increases had to request additional 
operating funds from NAVSUP. As previously discussed, these requests were subject 
to review for need and availability of funds and may or may not have been approved. 
PUR was to eliminate such requests by enabling field activities to generate their own 
funds. Under PUR, activities would receive additional funds automatically in their 
quarterly allocations. The additional amount received would equal the product of 
the additional productive units produced times the lesser of the negotiated or actual 


cost rates. 
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E. SUMMARY 

This chapter has provided necessary insight into the fixed workyear-cost fund- 
ing methodology which resulted in the development of PUR. It also defined PUR, 
and as well as identified and discussed the purposes of PUR. The following chapter 
will explain the PUR process in detail and will also include an in-depth explanation 


of current Procurement Cost Center algorithms. 








III. PUR PROCESS AND ALGORITHMS 


A. GENERAL 

As discussed in Chapter II, the PUR system and the operational responsi- 
bilities of those included in PUR are promulgated in NAVSUP INSTRUCTION 
7000.21A. The instruction is applicable to the eight Naval Supply Centers (NSCs), 
Aviation Supply Office (ASO), Ships Parts Control Center (SPCC), Naval Publi- 
cations and Forms Center (NPFC), Navy Regional Finance Center (Washington, 
D.C.) and finally, the four Naval Regional Contracting Centers (NRCCs). All other 
NAVSUP field activities receive separate guidance concerning budget development, 
review and execution. 

NAVSUP INSTRUCTION 7000.21A contains the generic PUR process and 
four enclosures which detail each cost center. The enclosures define the cost cen- 
ters and associated productive units, designate technical manager and cost center 
manager responsibilities and also include updated charts of accounts for use by field 
activities. 

This chapter will examine the various responsibilities of NAVSUP and field 
activity personnel, the generic PUR process and finally, the specific details of the 


Procurement Cost Center. 


B. RESPONSIBILITIES UNDER PUR 

Overall management of field activity resources is the combined responsibility 
of the NAVSUP Comptroller (NAVSUP-01) and also that of the various Cost Center 
Managers within NAVSUP. In fulfilling his managerial duties, the Comptroller over- 


sees system maintenance, including defining cost accounts and updating the PUR 
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instruction when required. The Comptroller also issues budget guidance covering 
both development and execution, conducts rate negotiations, and reviews forecasted 
workloads and estimates of activity overhead costs. Additionally, he monitors the 
status of field activity performance versus plan and initiates quarterly budget ad- 
justments for each activity [Ref. 7:p. 7]. 

The Cost Center Manager (CCM) is a principal assistant to the Comptroller. 
As such, the CCM is responsible for the tracking of activity performance against 
plan, extrapolating workload, monitoring backlogs and analyzing any workload or 
cost variances that develop [Ref. 7:p. 7]. The CCM is assisted in his efforts by a 
technical manager assigned to each specific cost center. 

The Technical Manager (TM) is an expert in a specific functional area, e.g., 
Automated Data Processing (ADP), Accounting, Physical Distribution, Fuel, Pro- 
curement, etc. As such, he evaluates productivity enhancements suggested by the 
field, reviews changes in policy utilizing cost-benefit analysis, tracks and assesses 
performance quality and finally, makes PUR related recommendations to the CCM 
concerning his cognizant functional area [Ref. 7:pp. 8]. 

Field activity personnel are responsible for implementing PUR as outlined in 
NAVSUP INSTRUCTION 7000.21A. The instruction says that the field activity 
must, “...take the initiative to institute measures for productivity and cost reduc- 
tion ... where ...the PUR system should be the key indicator of resource manage- 
ment effectiveness.” Management personnel, to include first line supervisors and 
foremen, are responsible for work center performance, implementing and monitor- 
ing cost reduction measures under PUR and for productivity improvements of their 


respective functions {Ref. 7:p. 2]. 
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C. THE PUR PROCESS 
Irrespective of the field activity or the cost center within the activity being 
considered, a basic PUR process can be applied. That process consists of four 
basic steps. These steps are: (1) Rate Determination, (2) Performance Review, (3) 
Performance/Execution and, (4) Adjustment Calculation and Processing. Together 
these four steps form the PUR cycle through which an activity develops its budget, 
performs its mission and then refines its budget based on performance. Each of 
these steps will now be examined. 
1. Rate Determination 

The rate determination process is the means by which each activity, work- 
ing with headquarters, determines what its productive unit rate for the year will be. 
The process starts after the NAVSUP Comptroller has received appropriate budget 
control guidance from NAVCOMPT. This normally occurs only after NAVCOMPT 
is confident that the Federal and Department of Defense budgets are firm and few 
other Congressional actions affecting these budgets will occur. This normally occurs 
during the mid-summer months, approximately four months prior to the start of the 
new fiscal year [Ref. 7:p. 2]. Once the NAVSUP Comptroller has received guid- 
ance from NAVCOMPT, he begins to estimate the amount of funds available for 
use by field activities. The Comptroller does this by subtracting all funds required 
for activities not governed by PUR from his total available resources, as well as 
those funds required for headquarters operations, special projects, transportation, 
etc. [Ref. 7:p. 3}. 

Simultaneously, NAVSUP field activities are developing individual busi- 
ness plans. Business plans consist of each activity’s estimate of overhead costs, 
workload in terms of productive units and productive unit rates. NAVSUP policy 


dictates that the rate contained in an activity’s business plan equal the actual rate 


ld 


being experienced, with adjustments for anticipated changes due to pay raises, gains 
in efficiency or productivity, and so forth [Ref. 7:p. 3]. Business plans are submit- 
ted to headquarters where they are reviewed by functional and cost center managers 
and the NAVSUP Comptroller. Headquarters then makes a counter proposal based 
on availability of funds and subjective judgment as to the validity of the estimates 
provided from the field. Headquarters then offers the field activity the chance to re- 
butt. At this point in the rate determination process, verbal negotiations generally 
begin. 

Interactive negotiations, conducted between the commanding officers of 
field activities and the NAVSUP Comptroller, are used to finalize each activity’s 
productive unit rate. It is at this time that the activities try to support any unique 
circumstances that an activity faces which could cause abnormal productive unit 
rates to be experienced. These negotiations always occur in Washington, D.C. at 
headquarters. Normally, only the commanding officer of a field activity attends the 
negotiations, although occasionally, activity comptrollers are also present. 

The conclusion of the rate determination process is marked by headquar- 
ters issuing each activity its Financial Operating Plan (FOP) letter. This letter 
outlines, by function, each activity’s projected total productive units to be pro- 
duced in the coming year and productive unit rate. These figures represent the 
outcome of the rate determination process. The next step in the PUR process is 
Performance Review. 

2. Performance Review 

Within 30 days of receipt of the FOP letter, each activity must submit 
to headquarters its Phasing Plan [Ref. 7:p. 4]. The Phasing Plan is central to 
this step in the PUR process. The plan breaks down each functional area (cost 


center) into monthly increments of anticipated workload and assigns that workload 
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a cost rate. It should be noted that NAVSUP recognizes that an activity’s rate will 
fluctuate over the year as factors affecting the rate change, e.g., staff grade level. 
Consequently, individual monthly rates need not exactly match the negotiated yearly 
rate, however, the weighted average of the monthly rates must equal the negotiated 
yearly rate [Ref. 7:p. 5]. It is against the Phasing Plan that each activity’s actual 
performance will be measured. 
3. Performance/Execution 

The CCM reviews each activity’s performance against its previously sub- 
mitted Phasing Plan on a monthly basis. Variances in units produced, as well as 
those variances in the rate, are analyzed for significance in magnitude and trend. 
Input for this analysis is provided by each activity in the form of a naval message 
report. Message reports are required no later than 15 days after the end of a month 
for all cost centers, except Procurement which must submit its report no later than 
22 days after months end [Ref. 7:p. 5]. Deviations from plan in either number 
of productive units produced or the rate can result in adjustment to an activity’s 
budget. The adjustment calculation and processing step is the final phase in the 
generic PUR process. 

4. Adjustment Calculation and Processing 

The adjustment calculation and processing step is the means by which 
NAVSUP adjusts each activity’s budget throughout the fiscal year. As part of the 
monthly CCM review, profit /loss calculations are made for each cost center at each 
activity. While calculations are done monthly, actual budget adjustments occur 
quarterly. Quarterly adjustments reflect the cumulative activity performance over 
the prior three months. Profits to be paid out to the activity or moneys to be 
recaptured from the activity by NAVSUP are dependent on the number of produc- 


tive units actually accomplished and the rate at which they are accomplished as 
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Figure 3.1: PROFIT/LOSS SCENARIOS 


compared to plan. Figure 1, reproduced fom NAVSUP INSTRUCTION 7000.21A, 
graphically displays the various profit/loss scenarios that exist. 

As discussed in Chapter II, the profit sharing feature of the PUR system 
enables activities to generate additional funds when they experience increased work- 
load and to provide a pool of moneys with which to reward employees who have 
contributed positively to increased productivity and efficiency. Similarly, NAVSUP 
has a pool of funds with which it can fund other initiatives. 

The four steps discussed above constitute the generic PUR process. The 


next section will examine the specific features of the Procurement Cost Center. 
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D. THE PROCUREMENT COST CENTER 
NAVSUP INSTRUCTION 7000.21A defines the Procurement Cost Center as: 


The Procurement Cost Center will resource all O & M,N labor and non-labor 
costs incurred by an activity in providing procurement services. It will be 
funded on the basis of large and small purchase productive unit cost rates 
multiplied by projected workload. Additions and withdrawals will be based 
on actual quarterly completions. 


The functions included in this cost center are large and small purchases, contract 
administration actions pertaining to purchases, and procurement overhead costs. 
Conceptually, the rate determination process employed in the Procurement Cost 
Center involves the accumulation of all procurement O & M,N labor and non-labor 
costs, separation of these costs into large and small purchase categories and then 
division of the category totals by respective productive unit totals. The end result 
is a dollar per unit rate. In actuality, rates are determined by application of a series 
of algorithms. Each algorithm will now be explained [Ref. 7:p. 27]. 
1. Procurement Overhead Costs 

All costs experienced by NAVSUP field activities are recorded in cost 
accounts (C/A). These accounts are nothing more than general accounting ledger 
categories, assigned by headquarters, and maintained for field and headquarters 
management use. The cost accounts assigned to the Procurement Cost Center 


include the following: 


Ry 


Cost Distribution Category Cost Account (C/A) 


Large Purchase Buying PAT 
Small Purchase Buying 271B 
Contract Administration PA GL 
Purchase Administration yaad 
Procurement Overhead Dale 


Procurement overhead costs accumulated in cost account (C/A) 271E 
are not discretely identified with either large or small purchases and thus must in 
someway be allocated to these categories in order to facilitate proper costing of 
the procurement function. This is accomplished by allocating procurement over- 
head costs in accordance with the NAVSUP INSTRUCTION 7000.21A prorating 
algorithms. 

a. Overhead Allocated to Large Purchase 

Procurement overhead allocated to large purchase operations is de- 


termined by application of the following algorithm: 


271A + 2710 


P = PROCUREMENT OVERHEAD Se 
ono Ne O71A + 271B 4+ 2710 + 271D 


2 (ie 
(3.1) 
where costs are distributed into the previously defined cost accounts. 
b. Overhead Allocated to Small Purchase 


Procurement overhead allocated to small purchase operations is de- 


termined by application of the following algorithm: 
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Again, where the cost accounts are as previously defined. 
2. Large Purchase Cost Per Productive Unit 
Total large purchase cost per productive unit is determined by application 


of the following algorithm: 


L Vas 
COST PER PRODUCTIVE UNIT = -iete (3.3) 
where: 
L = Total large purchase O & M,N labor and non- labor recorded in C/A 
ZalA. 


C = Total contract administration O & M,N labor and non-labor recorded 
in C/A 271C. 

P = Procurement overhead cost allocated to large purchase. 

A = Total productive units as reported in the Procurement Management 
Reporting System (PMRS) report DF106. 

The PMRS is a NAVSUP system through which all procurement actions 
are reported. Monthly, field activities categorize and total all completed purchase 
actions. They then report these totals to headquarters using either a DD350 (large 
purchase, greater than $ 25,000) report or a DD1057 (small purchase) report. 

DF 106, a computer program in PMRS, automatically calculates and dis- 
plays large purchase productive units based on input from the field and application 


of a productive unit matrix. 


val 


The productive unit matrix classifies each large purchase action, e.g., De- 
livery Order, Sealed Bid, Definitized Basic Ordering Agreement (BOA), Negotiated 
Competitive Supply, etc., and assigns productive units to that action. The number 
of productive units assigned is based on the amount of work required to complete 
the action when compared to the basic delivery order. For example, NAVSUP has 
determined that the basic delivery order requires 13 man-hours to complete and is 
thus assigned one productive unit. They then estimate that a negotiated compet- 
itive supply contract less than $ 100,000 requires 39 man-hours to complete. This 
action is then assigned three productive units (1.e., 39/13 = 3). A complete large 
purchase productive unit matrix can be found in Appendix C. 

3. Small Purchase Cost Per Productive Unit 


Total small purchase cost per productive unit is calculated as follows: 


COST PER PRODUCTIVE UNIT = rite (3.4) 

where: 
S = Total small purchase O & M,N labor and non-labor recorded in C/A 

PIB 


C = Total purchase administration O & M,N labor and non-labor recorded 
img ey oe 2 
= Procurement overhead cost allocated to small purchase. 
A = Total small purchase productive units. 
Total small purchase productive units are calculated from each activity’s 
monthly DFPUR57 report. The DFPUR57 report is a summary report of each 
activity’s small purchase productivity as reported by DD1057 inputs. Added to 


or subtracted from DFPUR57 reported productive units are NAVSUP calculated 





quarterly bonus units. These units are added or subtracted from the field activity 
total depending upon whether the activity’s ratio of procurement requests to ac- 
tions completed for the quarter has increased or decreased as compared to previous 


quarters [Ref. 7:p. 30]. 


E. SUMMARY 

This chapter has detailed the generic PUR process. It has also defined and then 
explained the specific details of the Procurement Cost Center. The next chapter will 
examine the positive and negative impacts of PUR as well as examine and analyze 


problems with the PUR process and the Procurement Cost Center algorithms. 
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IV. POSITIVE AND NEGATIVE IMPACTS - 
PROCESS AND ALGORITHM PROBLEMS 
AND SOLUTIONS 


A. GENERAL 

The previous three chapters have defined PUR, explained the PUR process and 
Procurement Cost Center algorithms, and have provided the reader with an under- 
standing of PUR’s predecessor system, the fixed workyear-cost funding methodology. 
With this as a foundation, it 1s now possible to examine the positive and negative 
impacts of the PUR process. Also, problems with the PUR process and Procure- 
ment Cost Center algorithms can now be understood. This chapter will address two 
specific areas. First, PUR’s impact on user activities will be discussed. This will 
be followed by an examination of the problems associated with the PUR process 
and Procurement Cost Center algorithms. As each problem is examined, a possi- 
ble solution, or a means by which the process or algorithms can assist in problem 


resolution at field contracting activities will be presented. 


B. POSITIVE IMPACTS 

In order to determine the positive impacts or benefits of PUR, each person 
interviewed was asked the following question: From his or her perspective (field 
activity or headquarters), what, if any, have been the benefits or positive impacts of 
PUR? All persons interviewed were able to cite at least one benefit or positive impact 
resulting from PUR. The following is a summary of the major benefits reported by 


the interviewees. 
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e PUR is quantifiable, 
e PUR enables the user to examine operations from a business perspective, 


e PUR provides a common unit of measurement for all activities, 


PUR enables field activities to generate and use profits, 


e PUR clearly defines employee responsibilities, 


PUR can be used as an employee incentive device. 


Each of the above listed benefits will now be examined in greater detail. 
1. Quantifiable 
The quantifiable nature of PUR was described as a benefit by seven of 
the fourteen persons interviewed. Interviewees explained that because PUR has as 
its foundation unit rates, counts of workload completed, etc., that activities are 
better able to manage workload variations. For example, the activities can quan- 
tifiably justify stafhng requirements, overtime requests, material and equipment 
requirements, and so forth. Additionally, activities can now analyze workload and 
production trends with a greater detail than was ever possible in the past. Un- 
der PUR, quantifiable evidence can now be presented and used, where previously, 
subjective opinion was the norm. 
2. Examine Operations From a Business Perspective 
Five interviewees noted that PUR now forces field activities to examine 
their operations from a business perspective. As one interviewee put it, “...(PUR) 
has made both military and civilian managers pay attention to the efficiencies of 
their operation ...now, (as in) retail operations you must be attuned to the bottom 


line, making the system pay.” [Ref. 8] 
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Under PUR, activities can no longer focus solely on completing the mis- 
sion at all cost. Cost is now a very important consideration. From both a field and 
headquarters perspective, field activities that operate profitably and still complete 
the mission are more desirable than those activities that complete the mission, but 
do so at higher cost. For this reason, having the ability to examine operations from 
a business perspective is a definite benefit at the headquarters level. 

3. Common Unit of Measurement 

Having common units of measurement with which all field activities gauge 
workload and productivity was seen as a benefit by virtually all the field personnel 
interviewed, as well as those at headquarters. Prior to PUR, field activities all 
measured anticipated workload, work in process, and work completed, differently. 
Prior to PUR, NAVSUP had never issued definitive guidance and allowed significant 
deviation with regard to the way activities measured performance. PUR introduced 
commonalty. Under PUR, activities could now be compared on an even basis as 
to workload, costs, and productivity. Backlogs could now be compared from one 
activity to the next. True comparisons could be made. Additionally, shifts in 
workload could now be contemplated by headquarters. 

4. Field Activities Generate and Use Profits 

As was discussed in Chapter II, the designers of PUR envisioned a system 
that would provide field activities a mechanism with which they could internally 
fund workload increases. PUR, through its profit sharing mechanism, makes this 
a reality. When coupled with NAVSUP’s willingness to let each individual activity 
freely use internally generated profits, this PUR feature becomes a readily identified 
benefit of the system. Time and money are saved since activities no longer need to 
request additional funds from headquarters as additional funds are automatically 


provided in the quarterly budget adjustment. Also, because headquarters allows 
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activities flexibility with the use of profits, activities can make expenditures which 
otherwise would have been precluded. For example, activities may upgrade facilities 
by installing /remodeling lunchrooms, purchasing modular office furniture, installing 
desktop computers, and painting exterior buildings. Previously, funds for these 
expenses would have been requested from headquarters as a supplement to the 
activity’s fixed budget. PUR allows the activities to generate funds and then to use 
these funds as necessary. 
5. Defines Employee Responsibility 

Four of the fourteen persons interviewed identified the fact that PUR 
clearly defines each employees responsibility under the system as a benefit. As was 
noted by one interviewee, activities can, through the use of PUR phasing plans, 
break down required output to the division, branch, and even the individual buyer 
[Ref. 9]. Additionally, because PUR is quantifiable, i.e., each action is assigned a 
specific number of productive units, activities can readily assign and gauge individ- 
ual performance against predetermined performance goals. Employee performance 
standards can be written based on PUR productivity goals [Ref. 10]. 

6. Employee Incentive Device 

Coupling the fact that PUR clearly defines employee responsibilities and 
the fact that PUR gives each command the flexibility to use profits as they see fit, 
an employee incentive device has resulted. Employees are told up front exactly what 
is expected of them. If they exceed their assigned goals and the command shows a 
profit, the employee is rewarded with a share of the profits. As was noted in Chapter 
II, this was one of the original purposes of PUR and in fact, at least two commands 
have used a portion of their profits for this purpose [Ref. 11]. This was recognized 


as a benefit of the system by five interviewees. 


mA 


In summary, PUR has some very readily identifiable benefits. These 
benefits are such that they help both management and employees who work under 


PUR. The next section will examine the negative impacts of the PUR process. 


C. NEGATIVE IMPACTS 
Each interviewee was asked the following question: What were the negative 
impacts of PUR? As was the case with the benefits or positive impacts, all intervie- 
wees could cite at least one negative impact resulting from PUR. The interviewee’s 
responses fell into two general categories: 1) negative impacts resulted in uncer- 
tainty with respect to the overall operation of the field activity, and 2) negative 
impacts, or more specifically problems, with the process or algorithms. This section 
will address those impacts which have resulted in uncertainty. The following sec- 
tions will address the specific problems of the process and Procurement Cost Center 
algorithms. 
1. Impacts Resulting in Uncertainty 
The two common negative impacts (situations) that resulted in uncer- 
tainty with respect to the overall operation of the field activity are, first, inconsis- 
tency of PUR payouts, and secondly, PUR’s total emphasis on quantity of output 
produced. Each of these situations will now be discussed. 
a. Inconsistency of PUR Payouts 
Several interviewees relayed to the researcher their concerns with 
respect to the inconsistent manner with which headquarters makes payouts under 
the PUR system [Refs. 4, 8, 10, 11]. Concerns generally revolved around the fund- 
ing uncertainty that resulted from headquarter’s inconsistency in making payouts. 
Concerns were the greatest when, as was the case in FY86, 87, and 88, no fourth 


quarter payouts were made to any field activity [Ref. 11]. (It should be noted that 
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no payouts were made the last two quarters of FY88. In effect PUR was suspended 
by headquarters during this entire period.) The feelings of the field activities re- 
garding this issue are best illustrated by the following quote obtained from a field 


activity comptroller. 


NAVSUP has been consistent in not giving payouts in the last quarter ...we 
still go through the motions, make the reports, but there is no benefit other 
than we are keeping track. If we are going to have the program, then we 
should implement the program. If they (NAVSUP) are not going to make the 
program work the way it was intended, plus and minus as far as money, then 
we can do other things than (just) keep track of how many points we can 
generate. [Ref. 11] 


As was noted in previous chapters, the ability of field activities to 
generate and then use profits is central to the proper functioning of the PUR system. 
Because PUR payouts are being made irregularly, field activity commanders are 
uncertain with respect to their ability to fund their activity, and as a result, they 
are severely constrained in their ability to manage. For example, the hiring of new 
personnel, undertaking of additional workload, and the purchase of productivity 
enhancing office equipment, all might have to be put on hold until the field activity 
commander is certain that additional funds are forthcoming. 

In summary, funding uncertainty resulting from inconsistent PUR 
payouts is viewed as a significant negative impact resulting directly from the PUR 
system. 

b. Total Emphasis on Production 

The main emphasis of the PUR system is production. This occurs 
because it is through increased production that activities obtain additional profit. 
Because of the system’s heavy emphasis on production, quality of the output has 
become secondary. This situation is viewed by virtually all interviewees as a signif- 


icant negative impact of the PUR system As one interviewee explained, “There is 
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a definite tendency (to push production) ...I do not know how to factor in quality 
... it’s too hard to work a PUR’s payout into quality. Quality has to be checked by 
other indicators.” [Ref. 12] 

Another interviewee also clearly made the point when he said, “ 
... (the emphasis is to) get it (the contract) awarded. Get what the customer wants. 
Quality is secondary.” [Ref. 13] 

Because of the quantity emphasis, quality has become a secondary 
goal. In the push to get more and more out, short cuts are taken, less time is devoted 
to each action, and as a result mistakes are made. Evidence of quality decreases at 
field activities, specifically in the activity’s Procurement Cost Centers, can be found 
in the Ellsworth Associates, Inc., (EAI), draft report on PUR. EAI noted a signifi- 
cant increase in the number of contract modifications being issued (as a percent of 
total actions) for 15 field activities studied during the years 1985-87, and after the 
activities implemented PUR [Ref. 5:pp. 15-25]. This increase in contract modifica- 
tions far exceeded the corresponding increase in regular procurement actions being 
experienced and thus indicates a decrease in the quality of the original procurement 
action being produced by the activities. 

To summarize, the two negative impacts which result in uncertainty 
with respect to the field activity’s ability to operate are, the irregularity of PUR 
payouts, and PUR’s heavy emphasis on quantity resulting in quality degradation. 
Responsibility for correction of these problems lies with NAVSUP headquarters. 
NAVSUP can ensure consistent payouts by reserving funds early in the year, 1.e., 
during the rate negotiation phase of the PUR process. The NAVSUP Comptroller 
can fence funds for fourth quarter PUR payouts just as funds are set aside for 


non-PUR activities or strategic plan initiatives. 
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Addressing the quality issue is somewhat more difficult. NAVSUP 
must develop outside of PUR, a system of quality indicators. The current sys- 
tem measures quality through reports of Procurement/Administrative Lead Time 
(PALT), backlogs, etc. However, these measurements are not part of the PUR sys- 
tem. In addition, NAVSUP must ensure that Procurement Management Reviews 
(PMRs), and other inspecting organizations, review in depth the quality of the 
procurement actions being accomplished in the field. 

The next two sections will address the problems associated with the 
PUR process and the Procurement Cost Center algorithms. 

2. Process Problems 

Each interviewee was asked to address changes he/she would like to see in 
the PUR process and why? The intent of this question was to draw from the intervie- 
wees areas they viewed as problematic within the current PUR system. Responses 
to this question were varied, however, there was a general consensus on a number of 
points. Areas in which a majority of interviewees agreed included: forecasting work- 
load under PUR, rate negotiations, availability of Management Information Systems 
(MIS) to support PUR, staffing under the system, and finally, susceptibility of the 
system to “gaming”. These areas will now be addressed individually. 


a. Forecasting Workload Under PUR 


Nine of the fourteen persons interviewed indicated that accurately 
forecasting workload under PUR was a significant problem. Under the PUR system, 
field activities receive funds from headquarters based on an estimate that may not 
come to fruition. This forecast of funds amounts to the product of the number 
of units to be produced times the negotiated rate. When forecasts of workload 
are significantly different from actual workload being experienced, activity budgets 


fluctuate. Because of fluctuating budgets, management becomes constrained. As 
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is experienced with inconsistent PURs payouts, discussed in the previous section, 
fluctuating budgets lead to management uncertainty. 

The ability of the field activities to forecast their workload is depen- 
dent on a number of factors. The primary factor is the reliability of the information 
received from the field activity customers. For example, virtually all the field pro- 
curement activities request input from their major customers regarding the number, 
type, and estimated dollar amount of procurements to be processed in the upcom- 
ing year. When the input received is accurate, the field activity has little problem 
assigned personnel to complete the work. However, when customers of the field 
activities submit bad input, possibly due to funding uncertainties at their own ac- 
tivity, the field contracting activity can experience significant problems. Examples 
include, extra personnel being recruited in anticipation of increased workload, or a 
reorganization being initiated to facilitate better processing of the new work. This 
results in the activity having to fund unnecessary personnel, or possibly, having to 
live with less than an optimal organizational structure. Other factors affecting the 
ability of field activities to accurately forecast workload include, the amount of funds 
being held in reserve by various customers, unanticipated fleet operations, and even 
fluctuating foreign currency exchange rates [Ref. 10]. 

Correcting an activity’s inability to accurately forecast is both a 
headquarters and activity function. Headquarters can provide field activities with 
a frame of reference with regard to anticipated workload. They can give the field 
historical workload summaries by activity and by groups of similar activities. The 
field activity itself can develop its own historical workload data base, as well as 
instituting a program of formal personal contacts with each of its major customers. 
Working together with the customer, the field activity can better ensure the accuracy 


of its workload projections. 





b. Rate Negotiations 
As was addressed in Chapter HJ, verbal negotiations are used to 
finalize each activity’s productive unit rate. Normally, negotiations are attended by 
only field activity commanding officers and the NAVSUP Comptroller and possibly 
some NAVSUP support personnel (cost/functional managers). Activity functional 
managers, e.g., Director, Procurement Department, do not attend. The absence of 
field activity functional managers at rate negotiations is viewed as a problem with 
the process. As one interviewee noted, 
... rates are not negotiated between the functional sponsor, NAVSUP-02, and 
us (the procurement shop), they are negotiated between NAVSUP-01 and our 
Comptroller ...rates are becoming more of what can we afford rather than 
what does it cost. If we are serious about having this cost measurement system 
and we know what is costs (to do the work), it does not serve any purpose to 


ignore the functional manager and just let the comptroller’s whack out dollars. 


(Ref. 14] 


Field activity functional managers believe that in order to make PUR 
work as it was intended, they must actively participate in rate negotiations. They 
believe that their expertise 1n these areas make them the most qualified to discuss 
the costs of the particular function. It is believed that commanding officers and 
comptrollers may be willing to sacrifice one particular area in order to gain a better 
position in another. Therefore, field activity functional mangers believe they should 
negotiate their own rates and once rates are agreed upon, involve the comptrollers. 

NAVSUP, in its effort to improve the operation of the PUR pro- 
cess, could bring into the rate negotiation process the field activity functional man- 
agers. The comptrollers could still make the decisions. However, with the functional 
managers in attendance, irresponsible actions could be identified early and lobbied 


against. 
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c. Management Information Systems (MIS) 

Management Information Systems (MIS) used at field contracting 
activities were viewed as inadequate with respect to PUR. This was particularly 
true in the large purchase area (greater than $ 25,000). 

As discussed in the previous chapter, large purchase actions are re- 
ported to headquarters via DD350 reports. Headquarters, using the PMRS DF106 
computer program, validates these actions and calculates the number of productive 
units to be credited to the field activity. The preparation and transmission of re- 
ports and the running of this program takes time and resources. It is common for 
field activities to not know how many large purchase productive units they produced 
in a month until well into the following month. This fact is simply due to a lack 
of automation and over-reliance on manual data gathering and calculation. This 
lack of management information constrains managenients ability to manage. It can 
result in the activity constantly having to play catch-up. For example, if the activity 
produced less than its phasing plan called for and it does not discover this fact until 
well into the following month, immediate corrective action may be necessary. Pos- 
sibly because the corrective action was initiated late, the activity may never correct 
the problem. 

This lack of management flexibility has prompted many activities to 
develop their own MIS system. The systems being developed provide more timely 
information and thus facilitate prompt corrective action when required. Unfortu- 
nately, no commonalty exists between the individual field activity systems. NAV- 
SUP could help by examining the best of these field systems and, as they have done 


with other systems, export it to all other field activities. 


d. Staffing Under PUR 

Inherent in PUR is the assumption that field activities can rapidly 
expand or contract their workforce as required by a fluctuating workload. While this 
may be true in cost centers such as Inventory Control and Warehousing, managers 
of the Procurement Cost Center believe this to be an invalid assumption. 

The nature of the work done within a field activity’s Procurement 
Cost Center, particularly large purchase acquisitions, is very complex and involves 
a limited amount of repetitive work. Additionally, the work is strictly governed by 
a myriad of complex laws and regulations. As a result, personnel hired to perform 
this work require extensive amounts of training. Often, it takes several years for 
a GS-1102, Procurement Specialist, to become proficient in all aspects of the job 
for which he was hired [Ref. 10]. Temporary workers and intermittents cannot be 
expected to satisfactorily complete the work. Also, activities find that it is virtually 
impossible to hire a previously trained procurement specialist. This is particularly 
true at activities located in high cost-of-living areas [Ref. 8]. In summary, the 
nature of the job is such that it 1s not conducive to a rapid expansion of the work 
force. 

Another staffing related problem inherent with the PUR process is 
the possibility of a command entering a personnel “death spiral”. This a situation 
where, because an activity fails to produce as planned, it receives less funds than it 
budgeted for a particular quarter. As a result of receiving less funds, it is forced to 
reduce its staffing through retirements or other attritions. Because it then has fewer 
productive workers, it again produces less than originally planned, which leads to 


further budget cuts. Theoretically, the cycle could continue until the activity no 
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longer has the funds or personnel to continue to operate [Ref. 15]. No intervie- 
wees reported that their commands were in this situation, although all agreed that 
without careful management, the “death spiral” was a very real possibility. 

Correcting staffing problems will be very difficult. Possible remedies 
include increasing the grade levels of the workforce with the intent of increasing the 
pool of possible workforce candidates, and where possible, making maximum use of 
creative staffing, e.g., job sharing. 

e. PUR Gaming 

The gaming or manipulating of PUR productive units was viewed 
as a problem by all interviewees. Gaming was viewed as a way to circumvent the 
PUR process. It was seen as a way to ensure achievement of planned productive 
units and thus, a means of guaranteeing profits. 

Gaming productive units is a relatively simple process. For exam- 
ple, as a command approaches the end of a month, it informally counts the number 
of productive units completed to date. If it finds itself behind plan, it can simply 
redirect its effort toward simpler and faster types of actions, which will enable it to 
rapidly boost its completed productive unit count. An example of this type of gam- 
ing would include, the shifting of production emphasis away from time consuming 
negotiated competitive supply acquisitions to more easily completed delivery order 
type acquisitions. While delivery orders receive less PUR units than negotiated sup- 
ply acquisitions, units lost can be more than made up in volume. Another example 
of gaming involves the breaking down of large contracts, e.g., $ 50,000 Household 
Good contracts, into lesser value contracts with the intent of receiving multiple PUR 


units (since units are based on number of contracts awarded). 
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Whatever the form, gaming, neutralizes PUR. It invalidates PURs’ 
profit /loss mechanism and lessens the credibility of activity comparisons made under 
PUR. 

Gaming will not be eliminated. It can, however, be controlled by 
careful analysis of report inputs received from the field. Coupling thorough analysis 
with possible reprimands of offenders should curb the desire to cheat. 

The next section will address those problems more specifically asso- 
ciated with the Procurement Cost Center algorithms. 

3. Algorithm Problems 

In order to identify the problems interviewees had with the Procurement 
Cost Center algorithms, each interviewee was asked, What changes in the Procure- 
ment Cost Center algorithms would he/she like to see made, and why? Responses 
to this question again varied, however, three predominate areas were noted. The 
areas noted most troublesome or problematic were: first, the limited range of matrix 
values; specifically, the exclusion of credit for contract administration actions. Sec- 
ond, the fact that only completed actions are counted when calculating productive 
units. Finally, the appropriateness of the 13 standard man-hour productive unit 
base. These areas will now be examined in detail. 

a. Range of Matrix Values 

Interviewees noted that the range of matrix values used in the pro- 
curement algorithms was incomplete. This was particularly true with respect to the 
contract administration function. Currently, PUR gives no credit to an activity for 
completing any contract administration type action, e.g., contract terminations. At 
many activities, depending on the type of procurement actions being completed, 


this type of work can account for a significant portion of the overall workload. 


of 


Activities are now funding contract administration work out of mon- 
eys received for other credited work, i.e., small purchase. It is believed that as the 
rates for the other work are squeezed, activities will cut contract administration with 
the intent of remaining within budget [Ref. 4]. Cutting contract administration can 
cause an activity to experience a decrease in quality. This situation appears to have, 
in fact, occurred. As was noted in the draft EAI report on PUR, there appears to be 
a direct relationship between the level of contract administration performed at an 
activity and the quality of output produced. With the implementation of PUR, EAI 
has noted a decrease in the ratio of hours spent in contract administration (as com- 
pared to total operations) and a simultaneous increase in contract modifications and 
correcting actions [Ref. 5:p. 29]. Thus, the conclusion follows that cutting contract 
administration adversely affects quality. 

Another problem with the range of values contained in the matrix 
involves cancellation actions. Currently, no command receives credit for cancella- 
tions initiated by customer activities. The moneys spent on the procurement, 1.e., 
wages, materials, etc., must be absorbed for work completed to date. No credit is 
given and no moneys are received for the work done. As one interviewee noted, 

...it’s frustrating. You go all the way through to time of award and the 
customer comes back and says, “I can’t give you that extra money, you’ve got 


to cancel it.” You’ve made all the effort, 99.9 percent has gone in there, and 
you do not get any credit. It does not show up as a PUR. [Ref.10] 


Receiving no credit for canceled procurements not only deprives com- 
mands of PUR credit and therefore operating funds, but it also can penalize indi- 
vidual workers. Worker performance is gauged by PUR units produced. Under 


the current PUR structure, workers are penalized by not receiving credit for work 
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performed. A buyer may have expended significant amounts of time working a pro- 
curement, and then, because of reasons beyond the buyer’s control, it is terminated. 

Steps are already being taken to correct these problems. NAVSUP 
is developing plans to include cancellations in the algorithms for FY89. Also, it has 
under study the feasibility of modifying the PUR algorithms to provide credit for 
contract administration work. 

b. Completed Actions 

The PUR algorithms currently credit only those actions which field 
activities report as completed. Work in process (WIP), receives no credit. This 
situation, related to the range of the matrix problems previously discussed, is also 
viewed as a problem. 

Many procurements, such as negotiated competitive supply contracts 
or negotiated sole source procurements, can involve months of work to complete. 
Often, many specific actions are required by law or regulation before the final docu- 
ments can be signed and the procurement finalized. Also, changing circumstances, 
e.g., unexpected funding increases or decreases, negotiation stalemates, requirements 
changes, etc., can prolong the time it takes to formalize a contract. It is not uncom- 
mon, therefore, for a procurement to be initiated in one month or quarter only to 
have it finalized months or even quarters later. Because PUR does not recognize the 
procurement action in process, field activities must absorb the costs of WIP until 
the individual procurement is complete. When reported, the activity is then given 
PUR credit and depending on the total units completed during this time period, 
profits may be awarded or funds may be recaptured, depending on the plan. Activ- 
ities view the burden of having to fund WIP as a significant problem of the current 


Procurement Cost Center algorithms. 
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This problem could be rectified by expanding the productive unit 
matrix. Major efforts, e.g., negotiated competitive supply contracts, could be broken 
down into component parts. It should be noted however, that to implement this 
expanded matrix, significantly more manual tracking and recording of work would 
have to be accomplished. 

c. Standard Man-Hour Base 

The large purchase PUR algorithm uses a NAVSUP specified stan- 
dard productive unit base of 13 hours, which equates to completion of one delivery 
order. One delivery order is in turn assigned one productive unit. All other pro- 
curement actions are measured against this base. For example, NAVSUP estimates 
that it takes 39 man-hours to complete a negotiated competitive supply contract, 
less than $ 100,000. For this type of procurement, it assigns three productive units, 
(i.e., 39/13 = 3). All the contract types listed in the large purchase productive unit 
matrix, Appendix C, have been determined through this methodology. 

Personnel interviewed at the various field activities question the ap- 
propriateness of the 13 hour standard. Differences in activity staffs, particularly 
grade levels, and differences in customer input into the purchase request, are cited 
as reasons why a system wide standard should not be used. Interviewees cited exam- 
ples of situations where many more hours were required to complete a procurement 
than was allowed for by the standard, e.g., a sealed bid procurement which required 
months to complete vice the allowed 39 hours [Ref. 8]. Evidence does exist, however, 
that substantiates the 13 hour standard. EAI studies of the standard, conducted at 
14 field contracting activities, indicates that a sample wide average number of hours 
required to complete a delivery order is 12.67, with a standard deviation of 1.63. 
Also, EAI determined that the average number of hours to complete one productive 


unit of work in all other categories of the large purchase matrix was 11.58 hours, 
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with a standard deviation of .88 [Ref. 5:p. 8]. This evidence would indicate the 
validity of the 13 hour standard. 

Empirical evidence indicates that the standard man-hour base 1s not 
a problem. NAVSUP could, however, quell some of the remaining uncertainty by 


publishing the final EAI report validating the standard. 


D. SUMMARY 

This chapter has reviewed and discussed the positive and negative impacts of 
PUR. It has also, examined the problems inherent in the PUR process and those in 
the Procurement Cost Center algorithms. Possible solutions to the various problems 
have also been presented. The final chapter will summarize the results of the research 


as well as present conclusions and recommendations. 
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V. CONCLUSIONS AND 
RECOMMENDATIONS 


A. SUMMARY 

The Naval Supply Systems Command (NAVSUP) has, in response to an in- 
creasingly constrained financial resource environment, developed and implemented 
the Productive Unit Resourcing system (PUR). This zero based resource allocation 
system was designed to help both headquarters and field activity managers better 
measure workload-funding-productivity relationships, provide better means of mak- 
ing activity comparisons, and provide a methodology by which field activities and 
headquarters could generate additional operating funds. 

This research has critically assessed the PUR system outlined in NAVSUP 
INSTRUCTION 7000.21A as it is being used at Navy Field Contracting Activities 
(NFCAs). The research has presented a review of the environment in which PUR 
was developed. It has also presented an in-depth examination of the PUR process 
and the Procurement Cost Center algorithms. Problems inherent in the process 
and algorithms were also examined. Research data was collected from two primary 
sources: 1) a review of current literature and 2) personal and telephone interviews 
with headquarters and field activity personnel. 

This research has discovered both positive and negative impacts that the PUR 
system has had on NFCAs. Additionally, possible solutions to the negative impacts 
(problems) have been examined and offered as a means by which PUR can be made 


more applicable to field contracting activities. 


42 





B. CONCLUSIONS 


This research effort has led to several conclusions regarding the PUR system. 


e Conclusion 1. The PUR system has positively impacted both headquarters and 


Navy Field Contracting Activities. 


Headquarters and field activities have benefited from PUR in that they now 
have a quantifiable system which enables them to better analyze current operations. 
In particular, PUR has forced management to examine their operations from a 
business perspective with an eye towards the “bottom line”. Additionally, PUR 
has fostered commonalty. Now, all field activities are measuring and reporting 
productivity from a common base. Valid comparisons between activities are now 
possible. Finally, under PUR, activities can now generate and use profits as they 
feel is necessary. No longer must activities request funds from NAVSUP every time 


they wish to undertake a new project, upgrade facilities, or hire personnel. 


e Conclusion 2. The PUR system has had some negative impacts on Navy Field 


Contracting Activities. 


The negative impacts of the PUR system are of two general types. The first 
consists of those impacts which result in uncertainty with respect to the overall 
operation of the field activity. This category includes budget uncertainty resulting 
from inconsistent PUR payouts and uncertainty with respect to quality resulting 
from PUR’s total emphasis on production (contracts awarded). The second type of 
negative impact relates directly to the problems inherent in the PUR process and 
Procurement Cost Center algorithms. Negative impacts of this type include uncer- 
tainty with respect to an activity’s forecasted workload, concern over the validity of 


rates negotiated without functional manager input, distress over a lack of adequate 
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MIS support, staffing concerns, and concern over the system’s susceptibility to gam- 
ing. Also, included in this category are concerns over the adequacy of the range of 
matrix values and uncertainty over the validity of the 13 hour standard man-hour 


base. 


e Conclusion 3. Both the PUR process and Procurement Cost Center algorithms 
require modification in order to make the system more applicable to Navy Field 


Contracting Activities. 


In its current form PUR fails to achieve many of its original purposes because 
field activities have been reluctant to support the system. To make PUR more 
applicable to Navy Field Contracting Activities and thus obtain field activity sup- 
port for the system, PUR’s negative impacts must be eliminated or reduced. This 
includes eliminating the uncertainties mentioned above, plus allowing functional 
manager input into the rate determination process and correcting all other process 


and algorithm problems. 


C. RECOMMENDATIONS 
e Recommendation 1. NAVSUP eliminate all uncertainty with respect to incon- 


sistent PUR payouts, particularly fourth quarter payouts. 


NAVSUP could either, by fencing funds early in the fiscal year or through 
temporary termination of PUR at the close of the third quarter of the fiscal year, 
eliminate the uncertainty field activities have regarding fourth quarter operating 
funds. By fencing funds early in the year, NAVSUP provides a signal to the field 
activities showing total commitment to PUR and thus eliminates some of the payout 
uncertainty. Alternatively, NAVSUP could terminate PUR at the end of the third 
quarter of the fiscal year and fund activities via a separate funding methodology, 


i.e., fixed level, during the fourth quarter. This too would improve the PUR process. 
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e Recommendation 2. NAVSUP clarify its policy regarding quality of output 
produced under PUR and develop appropriate quality indices for publication in 


the PUR instruction. 


As discussed in Chapter IV, because of PUR’s quantity emphasis, quality of 
output has become a secondary goal. NAVSUP must provide leadership in this area 
by instilling in the field activities a desire to produce output of the highest pos- 
sible quality while still achieving productivity goals. NAVSUP must clearly state 
its policy with regard to quality, publish quality standards, and then monitor qual- 
ity through appropriate monthly/quarterly reports and/or inspections and audits. 
Possible quality indices NAVSUP could initiate include the number of contract ad- 
ministration actions processed as a percent of total actions, number of customer 


complaints received per month/quarter/year, etc. 


e Recommendation 3. NAVSUP develop and make available to field activities 
a data base containing historical workload summaries for each buying activity 


and their major customers. 


NAVSUP can, by developing a historical workload data base, help field ac- 
tivities with workload projections. More accurate workload projections will in turn 


stabilize the process during budget execution. 


e Recommendation 4. NAVSUP encourage field activity functional managers to 


attend and provide input into rate negotiations discussions. 


The field activity functional managers are personnel who know best exactly 
what it costs to perform any particular function. NAVSUP should utilize their 


expertise when setting individual activity PUR rates. 
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e Recommendation 5. NAVSUP should review the Management Information 
Systems (MIS) being used by field activity managers in conjunction with PUR. 


NAVSUP should pick the best of these systems and export it to all activities. 


The MIS currently being used in the field activities is a hodgepodge of individ- 
ually developed and maintained systems. By standardizing the system, NAVSUP 
will attain management continuity and commonalty with respect to reports and 


statistics available to all field activity managers. 


e Recommendation 6. NAVSUP should issue a policy statement strictly prohibit- 


ing the gaming of PUR statistics. 


As discussed in Chapter IV, the gaming of PUR statistics, e.g., units com- 
pleted, invalidates PUR’s profit/loss mechanism and lessens the credibility of ac- 
tivity comparisons made under PUR. By issuing a strong policy statement against 
gaming, NAVSUP will lessen the temptation to cheat. 

In addition, NAVSUP could lessen gaming by vigorously monitoring monthly 
activity reports. By noting and questioning irregularities, e.g., delivery orders in 
excess of the historical norm, NAVSUP would pressure activities into reporting 


valid PUR statistics. 


e Recommendation 7. NAVSUP should expand the range of matriz values to 
include credit for cancellation actions and provide credit for contract admin- 


istration actions. 


Credit for cancellation actions should be provided since in many cases signif- 
icant amounts of work are expended on these procurements which are ultimately 
canceled. If PUR is to accurately reflect the work actually done in an activity it 


must, therefore, provide credit to cancellation actions. Similarly, unless NAVSUP is 
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willing to risk severe quality degradations and lessening customer service support, 


contract administration actions must also receive credit under PUR. 


e Recommendation 8. NAVSUP should publish and distribute to all field activi- 


ties the EAI report validating the 13 standard man-hour base. 


NAVSUP could quell some of the uncertainty that currently exists involving 
the validity of the standard man-hour base by publishing EAI’s findings. The find- 
ings, while not absolutely conclusive, do provide evidence indicating the validity of 


the standard. 


D. REVIEW OF RESEARCH QUESTIONS 
In order to answer the research question, five secondary questions were estab- 
lished. A summarization response to each question, secondary and then primary, 1s 


now provided. 


e Secondary Question 1. What was the PUR system and why was it developed 


and implemented? 


Chapters II and III provided the response to this question. As was discussed, 
PUR is a resource allocation methodology. Central to this methodology is the 
“zero base” budget concept. It is because PUR is zero based that it replaced its 
predecessor system, the fixed workyear-cost funding methodology. As outlined in 
Chapter III, the PUR process consists of four basic steps: 1) Rate Determination, 
2) Performance Review, 3) Performance/Execution and, 4) Adjustment Calculation 


and Processing. 


e Secondary Question 2. What have been the positive impacts/results of PUR 
on NFCAs? 
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The research discovered six positive impacts resulting from PUR: 


— PUR is quantifiable, 


PUR enables the user to examine operations from a business perspective, 


PUR provides a common unit of measurement for all activities, 


PUR enables field activities to generate and use profits, 


PUR clearly defines employee responsibilities, 


PUR can be used as an employee incentive device. 


e Secondary Question 3. What have been the negative impacts/results of PUR 
on NFCAs? 


The research discovered that the negative impacts of PUR fall into two general 
categories: 1) negative impacts resulting in uncertainty with respect to the overall 
operation of the field activity, and 2) negative impacts, or more specifically problems, 
with the process or algorithms. Impacts resulting in uncertainty included budget 
uncertainty resulting from PUR’s total emphasis on quantity resulting in quality 
degradation. Process and algorithm problems include uncertainty with respect to 
an activity’s forecasted workload, concern over the validity of negotiated rates, lack 
of adequate MIS support, staffing and gaming concerns, and finally, concern over 


the range of matrix values and adequacy of the standard man-hour base. 


e Secondary Question 4. How might the PUR algorithms be modified to improve 
PUR applicability at NFCAs? 


As was discussed in Chapter IV, the PUR algorithms could be improved by 


expanding the range of the matrix to include credit for cancellation actions and credit 
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for contract administration actions. Additionally, the matrix could break down large 
complex actions into component parts, thus, enabling activities to receive credit for 


work in process. 


e Secondary Question 5. How might the PUR process be modified to enhance 
PUR applicability at NFCAs? 


The researcher proposed a number of possible ways the process might be mod- 
ified to enhance its applicability. Possible modifications include development and 
use of historical workload data bases to enhance forecasting, inclusion of field activ- 
ity functional managers in the rate negotiation discussions, and implementation of a 
standard field activity Management Information System. Also, it was recommended 


that NAVSUP develop and implement a strict “gaming” policy. 


e Primary Research Question. What have been the positive and negative im- 
pacts of the Navy’s Productive Unit Resourcing (PUR) system as applied to 
the Procurement/Contracting Department of Navy Field Contracting Activities 


and how might the system be modified to improve its application? 


Secondary questions taken in the aggregate provide the response to the primary 
research question. As this research has shown, both positive and negative impacts 
exist. Also, the research indicates a need for modification of both the process and 


Procurement Cost Center algorithms. 


E. AREAS OF FURTHER RESEARCH 


Due to the changing nature of the PUR system, and in light of the recom- 
mendations made in this study, it is recommended that a revaluation of PUR be 


conducted periodically over the next few years. Emphasis of further study should 


49 


include the development and implementation of the contract administration matrix 
values, evaluation of progress made in implementing a standard MIS system, and a 


review of the effectiveness of NAVSUP’s efforts to stop gaming. 
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APPENDIX B 


COMMANDS VISITED /INTERVIEWED 
1. INVENTORY CONTROL POINTS 


e Navy Aviation Supply Office 
700 Robbins Avenue 
Philadelphia, Pennsylvania 19111-5098 


e Navy Ships Parts Control Center 
5450 Carlisle Pike 
P.O. Box 2020 
Mechanicsburg, Pennsylvania 17055-0788 


2. NAVAL SUPPLY CENTERS 


e Naval Supply Center 
Charleston, South Carolina 29108-6300 


e Naval Supply Center 
Oakland, Cahfornia 94625-5000 


e Naval Supply Center 
937 North Harbor Drive 
San Diego, California 92132-5044 


3. REGIONAL CONTRACTING CENTERS 


e Naval Regional Contracting Center 
U.S. Naval Base, Bldg. 600-1 
Philadelphia, Pennsylvania 19112-5082 


e Naval Regional Contracting Center 
937 North Harbor Drive 
San Diego, California 92132-5044 


e Naval Regional Contracting Center 
Washington Navy Yard 
Washington, D.C. 20374-5000 


4. HEADQUARTERS - SYSTEMS COMMANDS 


e Naval Supply Systems Command 
Naval Supply Systems Command Headquarters 
Washington, D.C. 20376-5000 
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APPENDIX C 


LARGE PURCHASE PRODUCTIVE UNIT MATRIX 
STANDARD PRODUCTI 


CONTRACT TYPE MAN-HOURS UNIT WEIGHTS 
Delivery Orders / GSA / Other Agencies ihe l 
Sealed Bids 39 3 
Unpriced BOA Orders 13 1 
Initial Placement of BOA’s 26 2 


Contracts & IOTC’s Less Than $25k 


DEFINITIZED BOA ORDERS 


$25K to Less Than $100K 39 3 
$100K to Less Than $500K 143 Vy 
$500K to Less Than $1M 143 Ml 
S1M to Less Than $10M 182 14 
$10M and Greater 182 14 


NEGOTIATED COMPETITIVE SUPPLY 


$25Kk to Less Than $100K 39 3 
$100K to Less Than $500k 52 4 
$500K to Less Than $1M ey 9 
$1M to Less Than $10M 182 14 
$10M and Greater 182 14 
NEGOTIATED COMPETITIVE SERVICE 

CA RETAINED 

$25K to Less Than $100k 52 4 
$100K to Less Than $500K 156 12 
$500K to Less Than $1M 156 I2 
$1M to Less Than $10M 195 15 
$10M and Greater 195 15 
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STANDARD PRODUCTIVE 
CONTRACT TYPE MAN-HOURS UNIT WEIGHTS 


NEGOTIATED SOLE SOURCE / 8a 
/ NONPROFIT / EDUCATION / UTILITIES 


$25K to Less Than $100k ye 4 
$100K to Less Than $500K 156 12 
$500K to Less Than $1M 156 h2 
$1M to Less Than $10M 195 le 
$10M and Greater 195 Ihe 


NOTES: Productive units were calculated by dividing the standard man-hours for 
each contract type by the base productive unit standard man-hours (13). 
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